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PREFACE 


In  1948,  in  the  American  Economic  Association's  Survey  of  Con- 
temporary Economics,  Lloyd  Reynolds  authored  a  33-page  chapter 
summarizing  contributions  to  the  state  of  knowledge  in  the  field 
of  labor  economics  and,  to  a  lesser  extent,  industrial  relations  since 
the  early  thirties.  It  was  somehow  appropriate  that  during  his  term 
as  president  of  the  Industrial  Relations  Research  Association  that 
organization  should  have  initiated  a  survey  of  the  research  con- 
tributions to  this  field  in  the  postwar  decade. 

Although  it  was  originally  intended  that  this  survey  should  be 
compressed  within  a  single  volume,  it  soon  became  apparent  that 
if  the  numerous  subdivisions  of  the  field  were  to  be  treated  ade- 
quately, two  volumes  would  be  needed.  This  is  the  first  volume.  The 
second  will  appear  at  a  later  date,  under  different  editorial  super- 
vision. 

The  only  basis  for  the  selection  of  the  six  areas  here  surveyed  is 
that  a  considerable  amount  of  research  has  been  done  in  each.  They 
have  not  been  chosen  for  review  because  they  are  logically  related, 
nor  has  any  effort  been  made  to  achieve  a  symmetry  of  coverage. 
Thus  "Union  Government  and  Union  Leadership,"  our  Chapter  One, 
has  not  been  balanced  by  a  comparable  chapter  on  business  be- 
cause not  so  much  relevant  research  has  been  done  on  this  topic. 
By  the  time  of  the  second  volume  it  is  possible  that  a  more  signi- 
ficant chapter  can  be  written  on  this  aspect  of  industrial  relations. 

Our  authors  were  asked  to  summarize  the  major  contributions  in 
that  subdivision  of  the  field  for  which  they  had  accepted  respon- 
sibility. They  were  also  asked  to  suggest  along  what  lines  future 
research  in  these  special  areas  would  be  fruitful.  Except  for  these 
instructions — and  except  for  length — they  were  given  complete  dis- 
cretion. If  there  are  differences  in  the  way  our  six  authors  interpreted 
their  assignment,  this  is  to  be  expected. 
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viii  PREFACE 

As  an  editorial  board,  we  consider  ourselves  fortunate  in  our 
authors.  This  is  their  volume. 

Neil  W.  Chamberlain 
Frank  C.  Pierson 
Theresa  Wolfson 
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UNION    GOVERNMENT   AND 
UNION    LEADERSHIP 

BY   JOEL    SEIDMAN*    AND 
DAISY    L.    TAGLIACOZZO** 


During  World  War  II,  the  labor  movement,  achieving  a  position 
of  power  consolidated  and  strengthened  during  the  following  decade, 
became  one  of  the  powerful  bodies  helping  to  shape  the  direction 
of  American  life.  While  strikes  and  collective  bargaining  negotiations 
tended  to  dominate  the  attention  of  the  public,  students  of  industrial 
relations  increasingly  turned  their  attention  to  trade  unions,  their 
internal  rules  and  methods  of  operation,  their  leaders  at  both  the 
national  and  the  local  levels,  and  their  rank-and-file  members. 
So  voluminous  has  this  literature  become  and  so  varied  the  frames 
of  reference  which  students  of  different  disciplines  have  brought  to 
the  study  of  trade  unionism,  that  this  chapter  cannot  attempt  a  com- 
plete coverage.  Rather  the  purpose  will  be  to  comment  on  a  limited 
number  of  the  more  significant  studies  and  to  point  out  areas  in 
which  further  research  might  be  undertaken  fruitfully. 

Union  history.  The  postwar  decade  has  not  been  rich  in  historical 
studies  of  the  labor  movement.  The  University  of  Wisconsin  series 
begun  under  the  leadership  of  Commons  and  continued  under 
Perlman  and  Taft1  continued  to  dominate  the  field,  with  the  leading 
effort  to  reexamine  and  reinterpret  the  material  being  the  Marxist 

*  Chairman  of  Social  Sciences  in  the  College,  University  of  Chicago. 
**  Social   Science   Department,   Wright  Junior   College,   Chicago. 
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approach  by  Foner.2  A  good  and  reasonably  comprehensive  one- 
volume  history  of  American  labor  was  written  by  Dulles,3  and 
popularizations  of  labor  history  were  published  by  Faulkner  and 
Starr4  and  by  Austin.5  A  fresh  interpretation  of  labor  history  was 
offered  by  Lens,6  who  strongly  urged  militancy  on  the  economic 
front  and  formation  of  a  labor  party,  and  who  equally  opposed  busi- 
ness unionism  and  Stalinism. 

A  lively  account  of  union-management  clashes  and  of  internal 
conflicts  within  the  labor  movement  during  the  World  War  II  period 
was  written  by  Levenstein,7  while  Taylor8  analyzed  the  govern- 
ment's handling  of  the  collective  bargaining  issues  that  arose.  Seid- 
man9  presented  an  account  of  the  various  issues  affecting  labor  as 
they  arose  in  the  defense,  war,  and  reconversion  periods.  In  1945 
the  Institute  of  Labor  Studies  published  the  first  volume  of  its  Year- 
book of  American  Labor,10  reviewing  labors  economic  situation  and 
its  relations  with  government  during  the  war,  and  also  containing 
case  studies  of  organized  labor  in  six  selected  industries,  descrip- 
tions of  particular  labor  groups,  and  reviews  of  wartime  union 
policies.  A  roughly  similar  plan  was  followed  in  a  succeeding 
volume,11  published  four  years  later,  which  reviewed  the  major  in- 
dustrial relations  developments  since  V-J  Day. 

Though  the  period  of  CIO  maturity  produced  no  historical  inter- 
pretations comparable  to  the  flurry  of  writings  that  had  accom- 
plished its  rise,12  its  merger  with  the  AFL  was  followed  by  the 
appearance  of  Goldberg's13  work,  written  from  the  vantage  point  of 
a  leading  participant  in  the  merger  negotiations.  Also  of  interest  in 
this  respect  is  the  special  issue  of  the  Industrial  and  Labor  Relations 
Review14  devoted  to  problems  of  the  merger,  and  including  treat- 
ment of  the  historical  background,  the  structure  and  government, 
jurisdictional  problems,  political  action,  and  international  issues.  In 
the  last  several  years  there  has  been  renewed  interest  in  historical 
writings,  with  several  important  projects  under  way. 

Several  good  histories  of  national  unions  or  of  unionism  in  indi- 
vidual industries  were  written  in  the  postwar  period,  among  the  best 
of  them  being  Christie's15  work  on  the  carpenters  and  Jensen's16 
on  metal  mining.  Other  volumes  sketched  union  history,  partly  for 
its  own  sake  and  partly  as  background  for  a  discussion  of  internal 
union  problems.17  A  number  of  other  union  histories  also  appeared,18 
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some  of  them  scholarly  works  and  others  little  more  than  publicity 
efforts  for  particular  unions. 

Union  leadership.  Earlier  treatment  had  concentrated  on  the 
national  leader,  either  in  the  form  of  biography  or  in  the  course  of 
writing  union  history;  the  treatment  tended  to  be  uncritical,  often 
laudatory.  Some  writings  of  a  more  objective  and  analytical  char- 
acter appeared  in  the  postwar  period  and  local  as  well  as  national 
leaders,  and  also  staff  experts,  have  been  made  the  object  of  study. 

One  of  the  first  serious  efforts  to  study  labor  leaders  was  made  by 
Mills,19  who  obtained  his  basic  data  from  a  questionnaire  study  of 
AFL  and  CIO  officials  of  national  unions  and  of  state  and  city 
federations.  To  be  adequate,  in  Mills'  view,  a  labor  leader  must  see 
the  immense  power  of  business,  recognize  its  intent  to  break  or 
shackle  labor,  and  be  for  a  labor  party,  at  least  within  the  following 
ten  years.  By  these  tests  he  considered  only  13  per  cent  of  AFL 
and  27  per  cent  of  CIO  leaders  to  be  adequate.  At  about  the  same 
time,  Ginzberg20  published  his  study  of  the  labor  leader,  based  on 
ten  national  unions.  Perhaps  the  most  interesting  part  of  the  volume, 
comprising  half  its  length,  was  the  detailed  description  of  the  organi- 
zation of  a  local  union  and  its  first  strike. 

Another  type  of  volume,  consisting  of  biographical  sketches  of 
union  leaders  against  the  background  of  their  industries  and  the 
development  of  their  unions,  was  written  by  Madison.21  His  study 
ranged  throughout  the  history  of  American  unionism,  beginning  with 
such  early  leaders  as  Sylvis  of  the  Molders  and  ending  with  leaders 
of  the  CIO  unions.  Throughout,  Madison  did  a  careful  job  of 
historical  investigation,  showing  the  leader  as  a  product  of  his  times 
and  of  the  economic  and  social  conditions  that  prevailed.  Of  more 
limited  value  is  Roe's22  book  purporting  to  sketch  the  careers  of  a 
number  of  national  union  leaders.  With  rare  exceptions,  the  sketches 
are  unflattering,  unsympathetic  accounts  designed  to  show  the  union 
leader  as  an  autocrat  over  his  members,  concerned  primarily  with 
the  maintenance  of  his  own  power. 

Several  prominent  labor  leaders  have  been  the  subjects  of  full- 
length  biographical  treatment.  John  L.  Lewis  has  claimed  the  atten- 
tion of  two  capable  biographers,  Wechsler23  and  Alinsky,24  the 
former  informed  but  critical  and  the  latter  so  sympathetic  to  Lewis 
that  objectivity  all  but  disappeared.  Sidney  Hillman's  life  has  also 
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been  competently  presented  by  an  able  and  sympathetic  biographer, 
Josephson.25  Other  union  leaders,  such  as  Reuther  and  Petrillo,  have 
been  treated  in  the  context  of  union  histories  or  internal  problems  of 
politics  or  government.26  Also  worthy  of  mention  is  a  short  but  able 
analysis  of  the  personality  and  influence  of  Hoffa  of  the  Teamsters.27 
Brief  but  revealing  sketches  of  Reuther,  Meany,  Beck,  and 
McDonald  have  been  written  by  Bell.28 

The  most  perceptive  study  thus  far  of  local  union  leaders  is  that 
made  by  Sayles  and  Strauss29  on  the  basis  of  their  observations  of 
twenty  local  unions  ranging  in  size  from  100  to  2000  members. 
Sayles  and  Strauss  found  two  types  of  leaders  in  these  locals,  the 
social  leader  and  the  administrator.  When  the  membership  is  reason- 
ably satisfied,  they  observed,  officers  are  usually  selected  from  among 
those  holding  high-status  jobs,  whereas  widespread  discontent  may 
lead  to  their  displacement  by  holders  of  jobs  with  less  prestige.  They 
also  isolated  three  types  of  stewards  whom  they  termed  social 
leaders,  active  unionists,  and  self-seekers,  depending  upon  whether 
their  orientation  was  toward  the  work  group,  the  union,  or  the  com- 
pany. The  type  of  steward  chosen,  they  observed,  reflected  the  na- 
ture of  the  department  and  the  amount  of  rank  and  file  participation. 
Sayles  and  Strauss  analyzed  the  declining  importance  of  the  steward 
as  collective  bargaining  relations  became  stabilized,  a  tendency  also 
observed  by  others,  among  them  Howe  and  Widick.30 

On  the  basis  of  his  observations  of  the  officers,  committeemen,  and 
stewards  of  five  UAW  locals  in  a  mid  western  city,  Chinoy31  divided 
them  into  three  types — accidental  leaders  pushed  into  a  job  that 
no  one  else  wanted,  ambitious  leaders,  and  ideological  leaders,  who 
saw  in  the  union  an  instrument  for  achieving  broad  social  or 
economic  changes.  Barber32  discussed  the  prestige  and  mobility 
situation  of  union  leaders  as  well  as  the  role  conflicts  with  which 
executives  of  working  class  organizations  were  often  faced,  and 
sought  to  place  the  problems  of  membership  participation  in  unions 
against  the  background  of  low  levels  of  participation  in  voluntary 
associations  in  general.  Strauss33  followed  the  powerful  building 
trades  business  agent  through  a  typical  day,  as  he  traveled  through 
his  territory  to  police  the  jobs  and  deal  with  employers,  union  mem- 
bers, and  officials  of  other  unions.  In  general,  the  business  agents 
proved  to  be  moderately  aggressive  men  with  a  pragmatic  approach 
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to  labor  problems  and  a  strong  feeling  of  identification  with  organ- 
ized labor. 

A  different  kind  of  interpretation  was  made  by  Imberman34  as  a 
result  of  his  personal  knowledge  of  249  leaders  of  42  labor  organ- 
izations. In  Imberman's  analysis,  the  basic  problem  of  union  leaders 
is  that  they  are  denied  social  acceptability  and  prestige,  as  a  result 
of  which  they  become  overly  militant.  Similar  in  some  ways  is 
Phelps'35  study  of  the  community  recognition — or  lack  of  it — ac- 
corded union  leaders.  Phelps  sought  to  measure  labor  leaders'  social 
recognition  by  the  use  of  such  indices  as  inclusion  in  biographical 
sources,  appointment  to  public  office,  participation  on  boards  of  uni- 
versities, and  membership  in  community  service  organizations.  He 
found  that  union  leaders,  despite  their  substantial  economic  power, 
were  denied  almost  every  form  of  social  recognition  other  than 
their  union  office. 

Another  layer  of  union  leadership,  that  of  the  intellectual  or  staff 
expert,  has  been  carefully  studied  by  Wilensky,36  who  interviewed 
118  of  the  175  staff  experts  employed  by  28  unions,  besides  obtain- 
ing questionnaire  returns  and  other  sources  of  data.  From  a  func- 
tional point  of  view,  Wilensky  divided  the  staff  experts  into  three 
types — facts  and  figures  men,  contact  men,  and  internal  communi- 
cations specialists.  From  the  point  of  view  of  role  orientations, 
however,  very  different  types  emerged — missionaries,  professional 
service  experts,  careerists,  and  politicos. 

Union  structure  and  government.  Unions  have  been  studied  within 
varying  frames  of  reference — as  single-purpose  organizations  exist- 
ing to  protect  the  economic  interests  of  their  members,  as  monopo- 
lies, as  political  organizations  functioning  in  an  economic 
environment,  as  expressions  of  workers'  consciousness  of  job  scarcity, 
as  expressions  of  the  helplessness  of  workers  in  an  atomized  society. 

While  numerous  case  studies  were  made,  along  with  a  smaller 
number  of  comparative  or  analytical  studies,  relatively  little  of  a 
more  general  theoretical  nature  was  written  in  the  postwar  decade 
about  the  origin  and  nature  of  American  unions.  The  most  influential 
work  in  the  trade  union  field  continued  to  be  Perlman's,  A  Theory 
of  the  Labor  Movement,37  first  published  in  1928.  Much  of  the  theo- 
retical discussion  indeed  consisted  of  criticism  or  defense  of  Perl- 
man's  thesis,  or  a  challenge  of  particular  aspects  of  it.38  A  less 
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influential  but  interesting  theoretical  work  published  in  the  postwar 
decade  was  Tannenbaum's,  A  Philosophy  of  Labor,39  which  sought 
to  explain  unionism  in  terms  of  the  atomization  of  society  and  the 
helplessness  of  workers  as  a  result  of  the  Industrial  Revolution,  and 
their  need  to  create  a  functional  social  organization  to  express  their 
moral  identity  and  psychological  unity.  The  Marxist  point  of  view 
continued  to  have  little  influence  on  scholarly  work  dealing  with  the 
labor  movement.  It  was  best  represented  in  the  postwar  decade  in 
the  writings  of  Foster40  and  in  the  historical  analysis  of  the  labor 
movement  by  Foner.41  Good  reviews  of  the  various  theoretical  inter- 
pretations of  the  labor  movement  have  been  written  by  Taft42  and 
by  Dunlop.43  The  time  is  probably  ripe  for  new  theoretical  insights 
into  the  nature  of  the  labor  movement  and  for  an  integration  of  the 
knowledge  based  upon  the  empirical  material  accumulated  in  the 
postwar  decade. 

Postwar  writings  were  less  concerned  with  typologies  of  union 
structural  and  functional  characteristics,  though  references  were 
still  made  to  Hoxie's44  functional  classification  of  unionism  into  busi- 
ness, revolutionary,  predatory,  uplift,  and  dependent  types.  Also 
influential  was  the  classification  by  Saposs  and  Davison45  into  craft, 
multiple  craft,  trade,  semi-industrial,  industrial,  and  multiple  indus- 
trial unionism.  Similarly,  the  discussion  of  union  structural  character- 
istics by  Millis  and  Montgomery46  was  often  referred  to. 

More  recently  Clark  Kerr47  has  distinguished  six  types  of  union- 
ism, depending  on  the  depth  of  their  penetration  into  the  economic 
process  and  their  reliance  on  economic  or  political  methods.  Stephan- 
sky48  reviewed  earlier  attempts  at  classification  of  union  structure 
and  listed  a  number  of  factors  that  helped  account  for  the  structural 
multiplicity  of  the  labor  movement.  Lahne  and  Kovner,49  challenging 
the  view  that  the  local  union  was  simple  and  stable  in  its  structure, 
emphasized  the  variety  of  structural  forms  that  local  unions  assumed 
and  the  factors  to  which  they  adapted.  Examining  the  formal 
machinery  of  167  unions,  Shister50  concluded  that  they  fashioned 
their  governmental  machinery  in  the  light  of  their  particular  needs, 
with  the  differences  in  needs  accounting  for  the  heterogeneity  in 
union  government  and  the  imitative  process  explaining  the  similari- 
ties. Ulman51  studied  the  rise  of  the  national  union,  tracing  its  grow- 
ing control  over  local  units  primarily  to  labor  mobility.  He  was  also 
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concerned  with  the  emergence  of  national  control  over  strike  action, 
union  policies  on  working  rules,  methods  of  payment,  and  geographi- 
cal wage  differentials. 

Among  the  works  that  sought  to  give  a  general  picture  of  the 
internal  organization  and  operation  of  the  labor  movement,  three 
are  particularly  worthy  of  mention.  Barbash52  covered  a  wide  variety 
of  topics,  including  the  organization  of  unions,  their  structure  and 
administration,  collective  bargaining,  strikes,  political  action,  union 
leadership,  racketeering,  and  communist  unionism.  Peterson53 
described  the  structure  and  government  of  federations,  international 
unions,  and  local  unions,  and  also  treated  membership  qualifications, 
union  rules,  finances  and  dues,  educational  and  beneficial  activities, 
collective  bargaining,  and  strikes.  The  House  of  Labor**  brought  to- 
gether chapters  by  a  number  of  contributors,  many  of  them  union 
staff  officials  who  described  the  aspect  of  union  work  in  which  they 
were  engaged.  The  volume  covered  such  topics  as  union  leaders  and 
members,  political  activity,  the  union  press  and  public  relations, 
research,  health  plans  and  community  services,  union  administration, 
and  education. 

A  number  of  studies  have  focused  on  the  causes  of  the  increased 
centralization  of  power  at  the  level  of  the  international  union. 
Shister55  concluded  that  the  need  to  prevent  competition  throughout 
the  product  market  area,  the  increased  role  of  the  federal  govern- 
ment, the  organization  of  local  unions  after  a  central  body  had  been 
formed,  and  the  internal  structure  of  the  union  were  important  fac- 
tors in  centralization.  Lester56  placed  greater  emphasis  on  the 
increasing  technicality  and  complexity  of  the  issues  in  collective 
bargaining,  the  expansion  of  the  area  of  competitive  production,  the 
number  of  workers  governed  by  a  single  agreement,  increasing 
government  intervention,  the  stress  on  efficient  administration  and 
responsible  unionism,  and  the  need  to  pool  benefit  and  strike  funds. 
Pierson57  studied  tendencies  toward  centralization  in  a  number  of 
industries  and  the  types  of  controls  exercised  by  the  internationals; 
in  his  view,  various  factors,  including  the  size  of  the  employer  units, 
the  competitive  relationship  between  firms,  and  the  need  to  preserve 
uniform  employment  standards,  have  led  to  a  centralization  of  au- 
thority in  different  unions.  Taft58  found  pressures  for  centralization 
both  in  relations  with  management  and  in  internal  union  considera- 
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tions.  Finding  instances  of  the  misuse  of  authority,  he  proposed 
creation  of  an  impartial  body  to  hear  appeals. 

In  this  connection  the  argument  of  Ross59  is  relevant,  that  wage 
policy  is  a  leadership  function,  not  a  matter  for  rank  and  file  deter- 
mination, since  only  the  leaders  have  the  requisite  knowledge, 
experience,  and  skill.  Ross  linked  his  argument  to  the  model  of  the 
trade  union  that  he  found  realistic,  that  of  a  political  agency  operat- 
ing in  an  economic  environment.  The  decision-making  process,  as 
he  saw  it,  was  affected  by  the  demands  of  the  membership,  the  need 
of  leaders  to  secure  their  position,  and  concern  with  the  strength 
and  survival  of  the  union;  unions  were  not  business  enterprises  sell- 
ing labor  but  political  institutions  representing  the  sellers  of  labor. 

Taft60  has  assembled  much  of  the  data  relating  to  the  concentra- 
tion of  power  in  the  hands  of  top  officers,  by  means  of  an  exami- 
nation of  the  constitutions  of  115  international  unions.  He  found  that 
30  of  the  115  unions  granted  their  chief  officers  only  routine  power 
largely  to  carry  out  orders  of  the  executive  boards,  that  34  others 
gave  moderate  powers  subject  to  the  need  to  obtain  executive  board 
approval,  and  that  the  remaining  51  unions  gave  extensive  grants 
of  authority  to  the  chief  officer,  such  as  the  rights  to  intervene  in 
local  affairs,  issue  or  cancel  charters,  and  appoint  organizers. 

Democracy,  the  political  process,  and  civil  rights.  As  unions  grew 
in  power  and  in  public  acceptance  during  the  1930s  and  1940s  there 
was  a  corresponding  growth  of  interest  in  their  internal  political 
behavior.  In  one  of  the  most  important  of  the  writings  in  this  broad 
area,  Taft61  assembled  and  brought  up  to  date  much  of  the  material 
on  internal  union  functioning  that  he  had  published  in  article  form 
over  a  number  of  years.  Taft  views  the  union  as  a  single-purpose 
organization  existing  to  protect  the  economic  interests  of  its  mem- 
bers. To  do  this,  in  his  opinion,  it  must  be  prepared  for  economic 
conflict,  requiring  discipline  of  its  members  and  calling  upon  them 
for  sacrifices.  Taft  believes  that  electoral  challenge  at  the  national 
union  level  occurs  rather  infrequently  because  of  the  prestige  and 
popularity  of  national  officers,  because  of  their  respect  for  the  opin- 
ions of  their  membership,  and  because  rival  leaders  tend  to  com- 
promise differences  so  as  not  to  show  open  division.  He  does  not 
view  political  factionalism  within  a  union  as  desirable  nor  does  he 
regard  its  failure  to  survive  as  indicative  of  weakness.  In  Taft's  view, 
the  dues  paid  by  members  are  modest  and  the  salaries  received  by 
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officers  are  not  excessive,  considering  their  duties  and  responsibili- 
ties. He  thinks  also  that  the  powers  granted  national  union  heads 
are  not  too  great,  that  they  are  used  wisely,  that  the  disciplinary 
machinery  of  unions  functions  effectively,  and  that  there  is  satis- 
factory provision  for  appeals. 

A  careful  examination  of  the  disciplinary  process  was  also  made 
by  Summers,62  who  based  his  study  on  a  survey  of  the  disciplinary 
procedures  prescribed  in  the  constitutions  of  154  international 
unions,  supplemented  by  a  review  of  court  and  board  decisions  and 
arbitration  awards.  Summers  concluded  that  the  number  of  dis- 
cipline cases  was  relatively  small  and  that  in  most  cases  the  pro- 
cedures were  fair  and  the  penalties  not  severe.  Difficulties  occurred 
because  of  the  vagueness  of  constitutional  provisions  and  restrictions 
on  political  activity  within  the  union,  with  enforcement  in  the  hands 
of  those  whose  positions  were  threatened  and  appeal  provided  to 
officers  who  might  be  their  allies.  Practically  every  constitutional 
clause,  Summers  found,  could  be  diverted  from  its  rightful  use  and 
made  into  an  instrument  of  oppression.  Davis63  showed  that  unions 
were  making  increasing  use  of  the  receivership  technique,  one  that 
was  essential  to  cope  with  emergencies,  though  the  power  was  some- 
times abused  in  order  to  crush  opposition.  The  greatest  needs  in 
union  regulations  concerning  receivership,  he  pointed  out,  were 
provisions  for  prompt  hearing  and  the  specification  of  a  maximum 
period  for  the  receivership. 

In  the  area  of  internal  union  operation  one  of  the  most  fruitful 
hypotheses  continued  to  be  that  formulated  some  decades  ago  by 
Michels64  to  the  effect  that  an  "iron  law  of  oligarchy"  was  apparent  in 
the  operations  and  development  of  large-scale  voluntary  organiza- 
tions. This  thesis  was  restated  in  terms  applicable  to  the  labor  move- 
ment by  Herberg,65  who  asserted  that  the  growth  of  bureaucracy  and 
the  corresponding  decay  of  democracy  within  labor  organizations 
were  not  abnormal  but  were  rooted  in  the  nature  of  the  union  in 
particular  and  of  organization  in  general.  Unions  originated,  he  as- 
serted, as  primitive  democracies,  but  as  the  organizations  stabilized 
and  grew  power  tended  to  pass  from  the  membership  to  the  execu- 
tive board  and  then  to  the  paid  officers,  with  the  membership  meet- 
ing assuming  the  nature  of  a  plebiscite  combined  with  that  of  a 
medium  for  the  transmission  of  directives. 

This  thesis  has  been  documented  in  a  number  of  national  unions 
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by  observers  who  have  noted  tendencies  in  the  direction  of  central- 
ization of  authority,  lowered  levels  of  membership  participation,  and 
the  emergence  of  one-party  political  structures.  In  one  such  study, 
concerned  with  the  United  Mine  Workers,  Karsh  and  London66 
found  that  rank  and  file  miners  were  concerned  less  with  self- 
government  than  with  the  economic  gains  and  the  protection  from 
management  that  the  union  provided.  In  their  book  on  the  UAW, 
Howe  and  Widick67  found  a  tendency  toward  bureaucracy  in  that 
union;  UAW  traditions  and  the  presence  of  a  layer  of  active  and 
experienced  rank  and  file  members,  in  their  opinion,  provided  demo- 
cratic resources  greater  than  those  possessed  by  most  unions. 

The  best  work  thus  far  done  in  the  area  of  union  democracy  is 
that  of  Lipset,  Trow,  and  Coleman68  on  the  political  system  within 
the  Typographical  Union,  the  only  national  union  in  the  country 
with  a  well-developed  two-party  political  structure.  Lipset  and  his 
colleagues  were  attracted  to  the  union  because  of  its  deviant  nature, 
as  the  outstanding  exception  in  America  to  the  "iron  law  of  oli- 
garchy" that  Michels  postulated.  They  concluded  that  the  high 
degree  of  democracy  in  the  union  was  related  to  the  large  number 
of  social  and  other  organizations  functioning  within  the  printers' 
occupational  community,  affording  training  in  leadership  and  con- 
stituting a  network  of  bodies  intermediate  between  the  leaders  and 
the  membership.  The  decentralization  of  the  industry  and  the  union, 
moreover,  and  the  resulting  diffusion  of  power  within  the  local  to 
chapel  chairman,  provided  abundant  opportunities  to  learn  leader- 
ship skills  beyond  the  control  of  the  full-time  officers.  In  addition  the 
high  prestige  of  the  occupation,  the  lack  of  a  significant  gap  in  pay 
or  status  between  officers  and  members,  and  the  resulting  tendency 
of  defeated  officers  to  return  to  the  shop  made  able  and  experienced 
leaders  available  at  all  times  to  the  opposition  faction.  Attention 
should  also  be  called  to  the  theoretical  statement  written  earlier  by 
Lipset,69  which  advanced  many  of  the  propositions  that  influenced 
or  developed  out  of  the  study  of  the  printers. 

A  number  of  authors,  including  Kovner,70  have  distinguished 
between  the  local  and  the  national  union  with  respect  to  democracy, 
pointing  out  that  it  is  achieved  easily  in  locals  but  faces  many  obsta- 
cles in  the  life  and  growth  of  national  organizations.  The  local  mem- 
bership meeting  is  a  form  of  direct  democracy,  whereas  officers  in 
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control  of  the  national  organization  have  political  resources  that 
can  be  matched  only  by  national  parties  or  caucuses  or  regional 
groups  of  locals.  Strauss,71  in  a  study  of  a  group  of  local  unions  in 
the  building  trades,  observed  that  the  business  agents  had  to  be 
responsive  to  the  desires  of  members  to  avoid  defeat.  Seidman72 
called  attention  to  the  diversity  of  practices  in  local  unions  with 
regard  to  democracy,  and  to  some  of  the  structural  factors  that  were 
influential.  Coleman73  argued  that  union  leaders,  because  of  the 
force  of  the  democratic  ethos  in  trade  unions,  were  under  continuing 
pressure  to  maintain  the  form,  if  not  the  substance,  of  democratic 
decision  making. 

The  meaning  of  democracy  in  the  union  context  has  received  too 
little  attention.  Slichter74  is  among  those  who  have  considered  this 
question  and  who  have  pointed  out  that  more  than  one  definition  of 
democracy  is  possible.  In  Slichter  s  view  unions  are  not  democratic 
in  the  sense  of  active  participation  by  the  rank  and  file  in  policy 
making,  though  they  are  in  the  sense  of  having  strong  rank  and  file 
influence.  Fisher  and  McConnell75  pointed  out  that  the  problem  of 
internal  conflict  had  to  be  solved  if  an  organization  was  to  survive 
and  that  some  consensus  had  to  exist  for  the  organization  to  be 
capable  of  action.  Consensus  could  be  achieved,  they  asserted,  in  one 
of  three  ways:  making  the  membership  homogeneous,  suppressing 
dissent,  or  institutionalizing  conflict  through  democratic  procedures. 
Using  the  two-party  system  of  the  Typographical  Union  as  the  ex- 
ample, they  argued  for  the  iristitutionalizing  of  conflict  in  the  trade 
union  with  a  rival  party  challenging  the  existing  organizational 
leadership. 

Following  a  survey  of  trade  union  practices,  the  American  Civil 
Liberties  Union76  drew  up  a  program  designed  to  protect  such  rights 
as  admission  to  unions  without  discrimination,  participation  in  the 
conduct  of  union  affairs,  and  protection  from  arbitrary  discipline. 
Since  relief  in  the  courts  was  difficult,  uncertain,  and  expensive,  the 
ACLU  urged  creation  of  a  special  governmental  agency  to  review 
cases  of  expulsion  of  members  from  their  unions.  Judicial  inter- 
vention in  cases  involving  the  rights  of  union  members  within  their 
organizations  and  efforts  at  statutory  regulation  have  been  reviewed 
in  several  articles.77 

A  limited  amount  of  work  has  dealt  with  the  process  by  which  new 
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members  are  enrolled.  Karsh,  Seidman,  and  Lilienthal,  in  a  case 
study  of  the  organizing  tactics  used  with  employees  of  a  knitting 
mill,78  emphasized  the  union  organizer's  probing  for  sources  of  dis- 
satisfaction and  his  efforts  to  transform  individual  unrest  into  a 
social  phenomenon.  In  a  very  different  type  of  industry,  retail  trade, 
Estey79  pointed  to  the  inability  of  some  workers,  for  a  combination 
of  economic  and  psychological  factors,  to  organize  themselves,  and 
their  dependence  upon  groups  of  established  unionists,  such  as 
teamsters,  warehousemen,  or  butchers,  for  strategic  support  or  eco- 
nomic sanctions.  In  this  area,  as  in  so  many  others  in  the  field  of 
unionism,  only  a  few  of  the  total  number  of  situations  have  thus  far 
been  observed  by  academic  students  of  the  labor  movement. 

Summers80  surveyed  the  practices  of  national  unions  to  discover 
the  various  grounds  on  which  unions  restricted  their  membership. 
He  discussed  devices  such  as  high  initiation  fees,  apprenticeship  re- 
quirements, competency  tests,  licensing  regulations,  and  permit 
cards,  used  by  various  unions  to  keep  their  rolls  down  in  order  to 
assure  full  employment  for  those  already  members.  Perhaps  the 
most  interesting  recent  work  in  the  area  of  jurisdictional  quarrels  is 
that  of  Joseph  Krislov,81  who  published  two  articles  on  union  raiding. 
Using  NLRB  files  of  election  results,  Krislov  found  that  in  seven 
selected  years  the  number  of  raids  ranged  between  6  and  24  per  cent 
of  the  total  number  of  elections.  Practically  all  unions,  he  found,  at 
some  time  engaged  in  raiding. 

Relatively  little  has  been  written  on  the  subject  of  Negroes  and 
the  labor  movement  since  the  immediate  postwar  period,  when 
Weaver's82  book  appeared  only  two  years  after  the  publication  of 
Northrup's83  volume.  Both  were  excellent  studies,  Weaver's  being 
concerned  with  Negro  advances  in  employment  during  the  war 
emergency  and  Northrup's  with  Negro  experiences  in  particular  in- 
dustries and  unions  over  a  longer  period  of  time.  The  substantial 
growth  of  Negro  unionism  since  these  two  volumes  appeared  and 
the  increasing  importance  of  Negroes  in  the  American  labor  move- 
ment indicate  need  for  more  current  studies  of  this  issue. 

An  interesting  collection  of  articles  dealing  with  ethnic  and  racial 
groups  in  the  American  labor  movement  appeared  in  the  special 
issue  of  The  Journal  of  Social  Issues84  on  "Trade  Union  and  Minority 
Problems."  The  earlier  literature,  scanty  at  best,  on  the  influence  of 
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the  ethnic  factor  in  American  union  development  was  reviewed  by 
Barbash85  in  1952.  Herberg86  has  published  two  articles  on  the 
Jewish  labor  movement  in  this  country.  The  forthcoming  History  of 
the  Jewish  Labor  Movement  in  the  United  States  will  help  to  fill 
one  important  gap  in  our  knowledge,  before  the  passing  of  the  re- 
mainder of  an  immigrant  generation  deprives  us  of  our  most  valuable 
sources  of  information. 

Local  unions  and  their  members.  In  this  important  area,  almost 
entirely  neglected  until  the  postwar  period,  one  of  the  best  books  to 
appear  is  that  by  Sayles  and  Strauss,  The  Local  Union.87  Besides 
their  work  on  local  leadership,  Sayles  and  Strauss  were  concerned 
with  the  operation  of  the  grievance  procedure  and  with  problems 
of  union  democracy.  In  their  view  the  local  union,  far  from  being 
homogeneous,  was  a  federation  of  competing  interest  groups,  whose 
differences  complicated  the  grievance  procedure.  They  saw  rank 
and  file  members  as  ambivalent  toward  union  membership,  sup- 
porting its  economic  functions  without  much  emotional  involvement, 
yet  experiencing  feelings  of  shame  because  they  were  unable  to  live 
up  to  the  American  middle-class  ideal  of  self-sufficiency.  Similarly, 
workers  felt  ambivalent  toward  the  employer,  being  grateful  for 
their  jobs  but  fearful  that  they  might  not  be  treated  fairly  without 
union  protection. 

Several  other  studies  have  concentrated  upon  the  attitudes  of  rank 
and  file  members.  Rose88  sought  to  discover  the  attitudes  toward 
the  union  and  its  activities  held  by  members  of  a  local  union  of  the 
Teamsters  in  St.  Louis.  Rose  found  that  loyalty  to  the  union  did  not 
imply  disloyalty  to  the  employer,  that  workers  could  have  strong 
loyalty  to  a  union  and  yet  be  critical  of  some  of  its  aspects,  that  a 
change  of  attitude  in  one  context  (toward  Negroes,  for  example,  in 
the  shop  or  union)  was  not  necessarily  transferred  to  the  home 
situation,  and  that  the  union  members  of  longer  standing  tended 
to  be  more  critical  of  the  union  and  yet  to  have  a  stronger  basic 
loyalty  to  it  than  was  true  of  the  newer  members. 

Rosen  and  Rosen,89  in  their  questionnaire  study  of  the  members  of 
District  9  of  the  Machinists,  sought  with  regard  to  each  union  policy 
or  activity  to  discover  what  the  members  thought  the  union  should 
do,  what  they  perceived  the  union  to  be  actually  doing,  and  how 
they  felt  about  what  the  union  did.  On  the  average  for  all  areas 


14  A  DECADE  OF  INDUSTRIAL  RELATIONS  RESEARCH 

questioned,  about  half  of  the  members  were  satisfied  with  the  union, 
a  quarter  were  dissatisfied,  and  the  remainder  were  undecided. 

In  his  study  of  a  local  of  CIO  Packinghouse  Workers  whose  mem- 
bers were  employed  by  Swift  &  Company,  Purcell90  was  centrally 
concerned  with  the  problem  of  dual  loyalty.  Using  acceptance  of 
both  company  and  union  as  institutions  and  allegiance  to  their 
objectives  as  the  test,  Purcell  found  that  73  per  cent  of  his  sample 
of  employees  did  in  fact  have  dual  allegiance.  The  remainder  were 
evenly  split  between  those  who  were  favorable  to  the  company  but 
unfavorable  to  the  union  and  those  who  were  favorable  to  the  union 
but  unfavorable  to  the  company. 

Using  a  definition  on  the  whole  similar  to  Purcell's,  Dean91  found 
that  dual  loyalty  prevailed  under  conditions  of  conflict  as  well  as 
cooperation,  though  it  tended  to  be  modified  with  the  general  char- 
acter of  union-management  relations  and  the  extent  of  rank  and  file 
participation  in  union  affairs.  A  symposium  on  the  question  of  dual 
allegiance  appeared  in  the  Spring,  1954,  issue  of  Personnel  Psychol- 
ogy92 in  which  Stagner  pointed  to  the  tendency  of  workers  to  look  at 
the  whole  relationship,  including  company  and  union,  as  a  unit. 
In  Gruen's  view  studies  such  as  Purcelx's  showed  that  there  was  a 
generalized  "well-meaning',  to  both  company  and  union  when  there 
was  no  overt  conflict;  however,  it  was  doubtful  whether  loyalty 
could  be  felt  to  two  conflicting  organizations,  since  in  a  crisis  one 
could  not  choose  both. 

A  University  of  Illinois  research  project,93  primarily  concerned 
with  labor-management  relations,  found  that,  in  general,  workers 
who  were  more  satisfied  with  the  company  were  also  more  favorable 
to  the  union,  and  similarly  that  those  dissatisfied  with  the  company 
also  tended  to  be  critical  of  the  union.  Another  study  involving  re- 
actions both  to  company  and  union,  as  well  as  relations  between 
them,  was  made  by  Blum94  in  the  Hormel  packing  plant  in  Austin, 
Minnesota.  Starting  with  the  impact  of  the  guaranteed  wage  plan 
on  workers'  attitudes,  Blum  became  concerned  with  ways  in  which 
the  work  process  could  be  democratized,  so  as  to  give  human  values 
central  attention  while  employing  modern  productive  techniques. 

In  their  study  of  the  job  satisfactions  of  mass  production  workers 
in  an  automobile  plant,  Walker  and  Guest95  found  that  the  union,  to 
the  men  on  the  assembly  line,  constituted  a  psychological  bulwark 
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against  the  pace  and  boredom  of  their  work  and  the  bigness  and 
impersonality  of  management.  Assembly  line  workers,  they  dis- 
covered, did  not  view  their  future  in  terms  of  upward  social  mo- 
bility, but  rather  in  terms  of  increasing  financial  security  while  status 
remained  constant.  Chinoy,96  in  his  study  of  the  aspirations  of  an- 
other group  of  automobile  workers,  found  that  most  of  them  wanted 
to  escape  from  the  monotony  and  close  supervision  of  assembly 
line  work,  but  that  the  dream  of  economic  independence  quickly 
faded  as  family  responsibility  increased  and  seniority  mounted.  An 
interesting  hypothesis  advanced  by  Lipset  and  Gordon97  is  that 
experience  of  social  mobility,  either  upward  or  downward,  acts  as 
a  deterrent  to  union  membership  and  activity. 

The  reasons  that  lead  workers  to  join  unions  have  been  in- 
vestigated by  Bakke98  and  by  Seidman,  London,  and  Karsh."  Bakke 
suggested  that  workers  joined  unions  in  the  search  for  the  society 
and  respect  of  other  people,  creature  comforts  and  economic  security, 
independence  in  and  control  over  their  own  affairs,  understanding 
of  the  forces  at  work  in  the  world,  and  integrity.  Seidman,  London, 
and  Karsh,  on  the  basis  of  interviews  with  a  sample  of  a  Steelworkers 
local  in  the  Midwest,  found  that  the  great  majority  had  joined  with 
some  degree  of  conviction  though  a  smaller  number  had  responded 
to  informal  pressure. 

The  much  smaller  percentage  of  white-collar  workers  in  unions  has 
led  to  some  efforts  to  discover  the  reasons.  In  Mills'100  view  the 
objective  circumstances  of  the  white-collar  work  situation  are  not 
greatly  different  from  those  affecting  industrial  workers.  The  feeling 
that  one  cannot  progress  makes  many  white-collar  workers  sym- 
pathetic to  unionism,  though  the  status  psychology  of  white-collar 
employees  often  leads  them  to  reject  it.  In  addition,  many  white- 
collar  workers  have  failed  to  join  because  unions  have  not  been 
available  to  them,  because  they  lacked  contacts  with  union  members, 
and  because  of  the  relationship  between  political  sympathies  and 
union  feelings. 

Strauss101  pointed  out  that  white-collar  workers  might  join  unions 
not  because  they  rejected  middle-class  aspirations  but  because  they 
saw  unionism  as  a  better  way  of  obtaining  them.  Reasons  for  joining 
included  loss  of  prestige,  pressure  from  management,  contact  with 
unions  of  production  workers,  poor  working  conditions,  and  failure 
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to  keep  pace  with  wage  increases  in  the  community.  Burns,102  find- 
ing many  of  the  same  factors  operative,  also  discussed  the  status  of 
white-collar  workers  and  their  tendency  to  identify  with  manage- 
ment. Failure  on  the  part  of  unions  to  understand  white-collar 
psychology,  he  believed,  has  led  to  the  use  of  poorly  adapted  organiz- 
ing techniques.  Goldstein103  discussed  the  factors  that  helped  to 
promote  or  to  impede  the  growth  of  unionism  among  professional 
employees. 

Increased  attention  was  devoted  in  the  postwar  period  to  the 
problem  of  participation  in  union  affairs.  Causes  of  the  low  degree 
of  rank  and  file  participation  have  been  found  in  the  attitudes  or 
values  of  the  membership,  in  the  nature  and  structure  of  the  union, 
in  the  attitudes  or  behavior  of  the  leaders,  in  the  increased  com- 
plexity of  the  issues,  and  in  the  centralization  of  decision  making. 
Sayles  and  Strauss,104  in  their  analysis  of  the  union  meeting,  pointed 
to  its  ceremonial  purpose  and  its  function  as  an  agency  of  upward 
and  downward  communication  as  well  as  to  its  decision-making 
aspect.  They  sought  also  to  isolate  the  factors  that  affected  participa- 
tion, such  as  the  homogeneity  of  the  work  group,  its  prestige  in  the 
plant  community,  and  the  importance  and  nature  of  the  job. 

The  factors  that  promote  or  impede  rank  and  file  participation  may 
vary  considerably  depending  on  the  total  context.  Herberg,105  observ- 
ing the  changing  ethnic  composition  of  an  ILGWU  local,  found 
that  a  suitable  environment  for  developing  leadership  among  the 
new  group  was  lacking.  Instead  of  the  former  atmosphere  of  mem- 
bership activity  and  struggle,  the  newer  ethnic  groups  found  a 
highly  bureaucratized  and  routinized  service  institution.  In  a  study 
of  the  Toronto  district  of  the  Amalgamated  Clothing  Workers, 
Shepard106  found  that  a  change  in  the  social  character  of  the  mem- 
bership might  be  accompanied  by  changes  in  the  pattern  of  participa- 
tion. Originally  the  union  had  profited  from  the  status  drive  of 
Jewish  immigrants;  subsequently  a  more  heterogeneous  membership, 
combined  with  greater  diversity  of  interests  and  suburban  residence, 
reduced  rank  and  file  participation. 

Dean107  observed  that  negative  attitudes  toward  management 
motivated  workers  to  attend  meetings  only  where  union-manage- 
ment relations  were  continuously  antagonistic.  Where  union-manage- 
ment relations  were  good,  the  participants  in  union  meetings  tended 
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to  be  those  whose  motives  were  less  ideological  and  more  "inter- 
active'' in  character.  In  the  study  of  the  Typographical  Union  by 
Lipset,  Trow,  and  Coleman,108  the  authors  analyzed  patterns  of  par- 
ticipation within  the  total  organizational  and  institutional  frame- 
work. Strauss109  observed  that  union  meetings  competed  with  various 
other  interests  of  workers  and  needed  to  be  made  interesting  and 
important  in  order  to  attract  the  membership. 

The  preoccupation  with  problems  of  formal  participation  has  been 
questioned  by  Kovner  and  Lahne,110  who  pointed  to  the  existence 
of  an  informal  shop  society  behind  the  formal  union  structure.  In 
their  view  formal  union  activities  in  which  only  a  small  number 
might  participate  were  outward  manifestations  of  an  interest  in  and 
awareness  of  union  affairs  in  the  shop  society. 

An  effort  to  work  out  a  typology  of  rank  and  file  union  members 
was  made  by  Tagliacozzo  and  Seidman111  on  the  basis  of  interviews 
with  members  of  three  local  unions.  Seven  types  were  developed: 
the  ideological  unionist,  the  "good"  union  man,  the  loyal  but  critical 
member,  the  crisis  activist,  the  dually  oriented  member,  the  card- 
carrier  or  indifferent  member,  and  the  unwilling  unionist.  Union 
leaders,  they  found,  tended  to  come  from  the  first  two  of  these  types, 
which  comprised  a  very  small  proportion  of  the  membership. 

Suggestions  for  further  research.  The  researcher  interested  in  the 
trade  union  movement  as  a  field  of  study  has  chosen,  beyond  much 
question,  a  difficult  area.  The  movement  is  large  and  bewilderingly 
complex,  with  so  much  internal  diversity  that  broad  generalization 
is  difficult  and  hazardous.  Documentary  material  that  can  be  col- 
lected in  a  library  is  limited  and  often  affords  only  a  partial,  if  not 
a  distorted,  picture  of  the  real  life  of  the  union.  To  get  that  one 
must  spend  considerable  time  in  union  offices  and  meeting  halls,  in 
shops,  or  in  the  homes  or  leisure-time  haunts  of  workers. 

Many  investigators  have  relied,  as  a  result,  upon  documentary 
sources,  chance  observations,  or  unstructured  interviews  for  their 
material.  While  sympathetic  understanding  and  insight  are  vital  to 
an  analysis  of  any  social  process,  particularly  in  the  earlier  stages  of 
investigation,  there  comes  a  time  when  more  conscious  attention  to 
methodological  problems  is  essential  if  reliable  conclusions  are  to  be 
reached  and  if  research  is  to  be  additive.  In  the  area  of  unionism, 
moreover,  to  a  far  greater  degree  than  in  most  social  science  investi- 
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gation,  one  faces  a  problem  of  conflicting  values.  Does  the  investi- 
gator favor  a  union  movement  that  is  secure,  powerful,  efficient, 
responsible,  or  democratic?  Since  these  values  often  conflict,  it  is 
important  that  value  premises  be  made  explicit. 

Social  science  is  likely  to  progress  most  rapidly  when  attention  is 
paid  both  to  the  collection  of  data  and  to  the  development  of  theory. 
The  accumulation  of  data  should  yield  new  theoretical  insight,  which 
in  turn  should  stimulate  the  search  for  additional  data  to  validate  or 
disprove  new  hypotheses.  While  the  collection  of  data  on  internal 
union  problems  could  well  have  been  more  systematic,  we  have  done 
better  in  this  respect  than  in  the  formation  of  theory.  We  have 
been  relatively  lacking,  similarly,  in  fresh  historical  interpretation  of 
the  development  of  the  union  movement.  We  also  need  to  define 
more  precisely  a  number  of  the  concepts  in  current  usage. 

More  is  known  of  the  formal  machinery  of  union  government 
than  of  its  actual  workings.  We  need  much  more  careful  studies  of 
the  relationships  between  individuals  and  groups  at  the  various 
levels  of  the  union  hierarchy,  of  the  pressures  from  above  and  from 
below,  of  the  factors  that  lead  to  the  initiation  or  the  influencing  of 
decisions.  We  need  studies  of  labor  leaders  at  both  the  national  and 
the  local  union  level,  in  terms  of  their  motivations,  the  pressures  to 
which  they  respond,  the  considerations  that  influence  them  in  the 
formulation  and  execution  of  union  policy.  We  know  little  about 
the  conditions  under  which  different  types  of  leaders  emerge  or 
about  the  types  of  leadership  control  that  are  possible  under  different 
circumstances.  Nor  do  we  know  why  the  powers  given  union  leaders 
vary  so  greatly  from  union  to  union;  or  why  some  officers  use  their 
authority  with  restraint  and  discretion  whereas  others  use  them  freely 
to  the  point  of  abuse. 

The  area  of  internal  political  structure  and  operation  is  another 
one  in  which  relatively  little  work  of  high  quality  has  been  done. 
There  has  been  a  widespread  tendency  for  active  factional  organiza- 
tion in  an  early  stage  of  a  union's  development  to  be  replaced  later 
by  a  one-party  political  structure,  but  we  have  no  good  study  of  the 
dynamics  of  this  movement,  of  the  pressures  that  bring  it  about,  and 
of  the  process  by  which  it  is  accomplished.  We  should  like  to  know 
more  about  the  factors  that  produce  autocracy  in  some  unions, 
democracy  in  others,  and  a  wide  range  of  practices  in  between  in 
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most  cases.  More  could  be  learned  about  the  considerations  that 
lead  officers  to  observe  union  constitutional  provisions  over  long 
periods  of  time  but  to  ignore  them  at  others.  There  has  been  a  great 
deal  of  talk  about  centralization  and  bureaucracy — often  these  terms 
are  used  synonymously — but  little  study  of  the  origin  and  patterns 
of  growth  of  bureaucracy,  or  of  the  various  forms  and  degrees  of 
bureaucracy  that  may  accompany  centralization. 

In  the  area  of  local  unionism,  little  is  known  of  the  decision- 
making process  or  of  the  pressures  that  bear  upon  it.  More  attention 
has  been  paid  to  membership  participation  in  the  form  of  meeting 
attendance  than  to  the  motivations  for  attendance,  the  character  of 
the  meeting,  or  the  relationships  between  officers  and  members 
in  a  variety  of  complex  and  different  situations.  There  should  be 
more  study  of  the  day-to-day  interaction  between  members  and 
stewards,  stewards  and  officers,  officers  and  members,  in  order  to 
add  to  our  knowledge  of  membership  participation  and  attitudes, 
leadership  behavior,  and  the  decision-making  process.  Union  be- 
havior will  be  affected  by  the  changing  composition  of  the  member- 
ship, particularly  by  the  gradual  disappearance  of  the  founding 
generation.  As  yet,  however,  we  have  little  precise  information  as  to 
the  effect  of  such  changes,  or  about  other  changes  in  union  orienta- 
tion or  behavior  caused  by  membership  turnover. 

Relatively  little  was  known  until  recently  of  the  attitudes  of  union 
members.  While  a  number  of  studies  have  now  been  made,  they  give 
a  static  picture  of  responses  made  at  a  point  of  time,  with  little 
insight  into  the  nature  of  the  experiences  that  cause  changes  in 
attitudes.  The  problem  still  remains  of  understanding  the  union  as 
an  ongoing  institution.  Similarly,  there  has  been  very  little  study  of 
the  organizing  process,  of  the  circumstances  and  pressures  that  lead 
workers  to  form  a  union  or  to  refrain  from  forming  one.  The  role 
of  the  various  immigrant  groups  in  the  development  of  the  American 
labor  movement  is  a  subject  about  which  relatively  little  is  known, 
and  about  which  information  will  prove  increasingly  difficult  to 
gather  as  the  immigrant  generation  dies  off. 

It  is  not  surprising  that,  as  in  the  past,  most  students  of  the  labor 
movement  should  focus  their  attention  directly  on  the  institution  they 
seek  to  understand.  Several  studies,  however,  have  shown  the  fruit- 
fulness  of  efforts  to  see  unionism  in  its  total  social  and  cultural  con- 
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text,  to  understand  the  surrounding  influences  which  may  affect 
union  structure  and  operation.  It  is  important  also  to  be  aware  of 
findings  pertaining  to  other  social  institutions  and  behavior,  to  be 
able  to  derive  from  them  new  insights  into  the  nature  of  unionism. 
In  the  investigation  of  the  relationships  between  unionism  and  its 
wider  social  and  cultural  background  may  be  found  some  of  the 
important  formulations  of  the  years  ahead. 
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COLLECTIVE    BARGAINING 
BY    JOSEPH    SHISTER* 


In  our  survey  of  research  developments  in  collective  bargaining 
we  shall  concentrate  on  studies  appearing  during  the  last  decade 
or  so;  but  wherever  relevant,  earlier  work  will  be  brought  into  play. 
Given  the  welter  of  material  in  the  field  in  recent  years  on  the  one 
hand  and  space  limitations  on  the  other,  it  is  impossible  to  appraise 
or  even  to  refer  to  all  the  literature.  Still,  we  shall  focus  on  more 
than  just  the  major  contributions.  Studies  dealing  with  the  role  of 
government  in  collective  bargaining  will  not  concern  us  here.  And 
research  findings  on  wage  determination  and  the  national  economic 
impact  of  collective  bargaining  have  been  by-passed,  since  they  are 
covered  in  other  essays  in  this  volume. 

THE  NATURE  OF  COLLECTIVE  BARGAINING 

Contrary  to  the  views  of  many  a  practitioner  and  academician,  a 
meaningful  characterization  of  the  nature  of  collective  bargain- 
ing is  an  absolute  necessity  for  gaining  a  systematic  perspective 
of  both  the  process  as  a  whole  and  its  component  parts.  A  con- 
structive conceptual  definition  is  not  designed  to  assist  in  the  main- 
tenance of  intellectual  jurisdictional  boundaries;  such  a  purpose 
would  do  considerably  more  harm  than  good.  Rather,  the  con- 
ceptualization of  a  field  is  designed  to  serve  as  an  important  tool  of 
analysis.  By  itself,  this  tool  does  not  provide  answers — any  more 
than  a  microscope  automatically  identifies  microbes.  But  properly 
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used,  it  can  be  of  considerable  value  in  correctly  diagnosing  many 
a  problem  in  the  field. 

How  well  has  this  need  of  properly  elaborating  a  workable  con- 
cept of  collective  bargaining  been  met?  We  have  the  ad  hoc  formula- 
tions made  from  time  to  time  by  arbitrators1  and  the  National  Labor 
Relations  Board.  But  the  explicit  and  systematic  characterization 
of  the  process  is  conspicuous  by  its  relative  scarcity.  The  first  such 
attempt  dates  back  to  1922  and  was  the  work  of  Leiserson.2  Nothing 
substantial  was  done  between  then  and  1951  when  Chamberlain 
developed  his  threefold  categorization  of  collective  bargaining.3  He 
has  labeled  these  the  marketing  theory,  the  governmental  theory, 
and  the  managerial  theory.  The  first  views  collective  bargaining  as  a 
method  of  selling  and  buying  labor  services;  the  second — a  develop- 
ment of  the  Leisersonian  view — looks  upon  the  union-management 
relationship  as  a  governmental  system  in  industry;  and  the  third 
considers  collective  bargaining  as  a  functional  relationship  in  which 
the  union  shares  certain  aspects  of  the  managerial  function.  Each 
of  these  approaches  can  be  used  as  a  normative  judgment  of  what 
collective  bargaining  should  be;  but  basically  it  is  a  characterization 
of  what  collective  bargaining  is.  Precisely  because  of  that,  there  are 
interrelationships  between  them  in  the  sense  that  they  reflect  dif- 
ferent stages  of  the  development  of  collective  bargaining,  different 
stages  of  the  recognition  of  collective  bargaining,  and  place  differing 
degrees  of  emphasis  on  "concomitant  phases  of  collective  bargain- 

Chamberlain  has  moved  the  field  more  than  a  small  step  forward 
with  his  analysis,  notably  in  stimulating  interest  in  the  questions 
he  has  raised  both  explicitly  and  implicitly.  But  the  practical  work- 
ability of  his  approach  is  open  to  question.  Thus  for  example,  while 
the  logical  differentiation  between  the  governmental  and  managerial 
theories  of  collective  bargaining  is  sharp  enough,  the  operational 
relevance  of  the  differentiation  is  questionable.  From  a  pragmatic 
viewpoint,  therefore,  it  might  perhaps  be  wise  for  future  analysis  to 
branch  off  from  the  path  carved  out  by  Chamberlain  along  an 
alternative  route.  One  such  alternative  might  consist  of  a  com- 
prehensive but  basically  simplified  characterization  of  collective 
bargaining,  somewhat  along  these  lines:  (1)  Collective  bargaining 
involves    group   relationships,    with   the    necessary    corollaries    of 
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standardization  and  power  dimensions.  (2)  Collective  bargaining 
involves  a  continuous  relationship.  (3)  Collective  bargaining  is 
evolutionary  ( dynamic )  in  terms  of  both  the  totality  of  the  union- 
management  relationship  and  the  particular  components  thereof — 
procedure,  growth,  subject  matter  etc.  (4)  Collective  bargaining  is 
diversified  in  the  sense  that  the  specific  character  of  the  relationship 
varies  from  bargaining  unit  to  bargaining  unit.  (5)  While  the 
collective  bargaining  relationship  is  dominantly  a  private  one  (in 
America),  it  is  influenced  by  government  policy  and  action.  (6) 
Collective  bargaining — viewed  as  a  national  institution — is  con- 
ditioned by,  and  in  turn  conditions,  the  relevant  components  of  the 
socio-economic  climate. 

Now  to  illustrate  briefly  how  the  above  framework  can  be  used 
at  the  practical  level.  The  fact  that  collective  bargaining  involves 
a  diversified  relationship  points  up  the  folly  of  trying  to  mold  the 
relationship  in  any  bargaining  unit  slavishly  along  the  lines 
developed  in  another  unit  which  is  taken  as  a  model.  The  fact  that 
the  collective  bargaining  relationship  is  evolutionary  suggests  that 
any  policy  predicated  on  the  assumption  that  the  relationship  is  a 
static  affair  will  lead  to  unanticipated — and  probably  unwelcome — 
consequences.  Similarly,  to  ignore  the  fact  that  collective  bargaining 
encompasses  a  continuous  relationship  will  inexorably  lead  to  con- 
siderably more  than  the  optimum  amount  of  conflict. 

THE  EXTENT  AND  GROWTH  OF  COLLECTIVE  BARGAINING 

The  growth  patterns  of  collective  bargaining  can  be  measured 
along  numerous  dimensions,  but  the  more  basic  categories  are 
these:  firm,  industrial,  occupational,  regional,  and  national.  Various 
breakdowns  and  combinations  of  these  categories  are  feasible  de- 
pending upon  the  purpose  of  the  analysis.  The  measure  of  the  extent 
and  growth  of  collective  bargaining  in  each  of  these  categories 
involves  two  elements:  the  relevant  union  membership  figure  and 
the  base  to  which  it  is  applied,  that  is,  the  relevant  union  potential. 
There  is  considerable  variation  in  the  views  regarding  the  definition 
of  this  potential.  While  some  would  include  first-line  foremen  in  the 
potential,  others  would  not;  while  some  would  count  agricultural 
employees  in  the  total,  others  would  not;  while  some  would  take 
account  of  given  professional  groups,  others  would  not;  and  so  on.4 
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In  addition  to  the  studies  on  absolute  and  relative  union  member- 
ship made  by  the  US  Bureau  of  Labor  Statistics,5  we  also  have  the 
data  worked  up  by  Wolman6  (now  being  brought  up  to  date),  by 
Bernstein7  and  Solomon.8  While  all  this  material  has  added  to  our 
statistical  information,  there  is  much  that  remains  to  be  done. 
Certain  methodological  questions  need  to  be  cleared  up — e.g.,  the 
issue  of  what  occupational  and  industrial  levels  to  include  in  the 
relevant  union  potential  base.  Once  these  problems  have  been 
resolved,  there  is  a  strong  need  for  more  complete  union  member- 
ship figures  than  now  prevail — e.g.,  more  detailed  breakdowns  in 
terms  of  both  the  time  dimension  and  spatial  categories.9 

Research  on  the  determinants  of  union  growth  goes  back  to  the 
pioneering  efforts  of  Commons  and  his  associates  at  Wisconsin.10 
And  while  the  Wisconsin  group  displayed  some  perceptive  insights, 
it  did  not  elaborate  a  complete  and  operational  framework  of  union 
growth.  Hoxie,  in  his  classical  work,11  went  further  than  the  Wis- 
consin School  in  explaining  union  growth,  but  his  framework  still  fell 
short  of  the  mark.  Nevertheless,  the  efforts  of  these  pathfinders  made 
it  feasible  for  the  scholars  in  recent  years  to  develop  more  adequate 
models.12  That  is  hardly  to  imply  that  these  frameworks  have  given 
us  a  complete  and  detailed  explanation  of  all  the  dimensions  of  union 
growth.  But,  for  the  most  part,  these  models  have  been  so  designed 
that,  with  further  research,  they  should  lead  to  a  satisfactory  explana- 
tion of  union  growth  patterns.  To  illustrate:  Most  of  the  frameworks 
are  cast  in  operational  or  quasi-operational  terms.  They  differentiate 
between  the  short  and  long  run.  They  draw  the  necessary  distinction 
between  union  growth  in  the  economy  as  a  whole  and  growth  in 
particular  sectors — firms,  industries,  occupations,  regions. 

Even  without  any  further  theoretical  refinements,  it  is  clear  that 
there  are  some  basic  differences  between  these  models  on  a  number 
of  points.  For  instance,  the  role  of  union  leadership  assumes  consider- 
ably greater  importance  in  some  than  in  others.  But  we  would  have  a 
much  better  understanding  of  the  differences  and  similarities  be- 
tween the  various  theories  if  further  work  were  done  on  the  patterns 
of  interaction  between  the  independent  variables  in  each  of  the 
models.  Up  to  the  present,  none  of  the  models  has  provided  anything 
even  approaching  a  complete  analysis  of  the  interaction  patterns  in 
accounting  for  the  given  dimensions  of  union  growth.  Yet  only  such 
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an  analysis  could  bring  out  clearly  what  relative  weight  is  accorded 
each  of  the  given  variables  under  given  circumstances  in  the  different 
models.  A  further  weakness  of  these  models  is  that  they  do  not  spell 
out  explicitly  enough  the  conceptual  meaning  of  each  of  the  inde- 
pendent variables.13  Such  an  elaboration  would  reveal  how,  if  at  all, 
the  different  variables  are  causally  related;14  and  that,  in  turn,  would 
contribute  much  toward  clearing  up  the  debate  between  the  pro- 
ponents of  the  unitary  and  pluralistic  approaches  to  the  determinants 
of  union  growth.15 

In  addition  to  the  analytic  work  referred  to  above,  a  number  of 
empirical  studies  dealing  with  specific  aspects  of  union  growth 
have  appeared  in  recent  years,16  and  an  important  one  is  now  in 
the  process  of  completion.17  More  such  empirical  studies  are  needed. 
Properly  executed,  they  not  only  provide  us  with  statistical  informa- 
tion otherwise  unavailable,  but  also  contribute  important  leads 
toward  the  formulation  of  a  general  theory  of  union  growth. 

THE  BARGAINING  UNIT 

In  analyzing  the  scope  of  the  bargaining  unit,  it  is  necessary  to 
distinguish  between  the  two  basic  dimensions  of  the  unit:  geo- 
graphical ( or  the  employer  side )  and  political  ( or  the  union  side ) . 
The  distinction  is  dictated  by  logic,  for  both  the  determinants  and 
consequences  of  each  category  are  far  from  identical. 

Surveys  of  the  distribution  of  bargaining  units  in  the  economy  on 
the  basis  of  geographical  scope  can  be  found  in  a  number  of 
studies.18  A  relatively  detailed  statistical  analysis  of  the  extent  of 
multi-employer  bargaining  has  recently  been  attempted  by  Chamber- 
lain,19 who  has  also  compared  his  findings  with  those  of  an  earlier 
study  by  the  US  Bureau  of  Labor  Statistics. 

While  work  on  the  determinants  of  the  geographical  scope  of 
the  bargaining  unit  was  begun  in  the  early  part  of  the  century,20  the 
real  outpouring  of  material  is  a  more  recent  development.  In  part, 
this  merely  reflects  the  growing  importance  of  collective  bargaining. 
Mainly,  however,  it  is  probably  the  academic  reaction  to  the  heated 
(although  not  always  enlightening  and  sometimes  confusing) 
practical  debates  on  industry-wide  bargaining.  None  of  the  existing 
studies21  is  anywhere  near  exhaustive,  and  some  are  more  intuitive 
than  scholarly  in  their  analyses.  Still,  they  are  useful  in  providing 
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us  with  a  welter  of  relevant  factual  material  and  also  in  being  sug- 
gestive of  the  type  of  analytic  framework  needed  for  the  problem  in 
hand.  When  the  various  determining  factors  scattered  throughout 
the  studies  are  pulled  together,  they  can  be  cast  constructively  in  this 
framework:  technical  factors  (cost  structure,  size  of  firm,  and  so  on); 
marketing  factors  ( structure  of  the  product  market,  variations  in  de- 
mand, and  so  on);  administrative  organization  and  pressures  in  both 
the  union  and  managerial  units;  political  organization  and  pressures 
in  the  union;  leadership  (union  and  management);  legal  forces 
(for  example,  policies  of  the  National  Labor  Relations  Board  or  of 
the  National  War  Labor  Board ) ;  the  relevant  axis  of  historical  orien- 
tation (so-called  tradition). 

But  while  the  studies  provide  enough  material  for  a  listing  of 
the  determining  factors,  they  fail  to  come  to  grips  with  these  basic 
questions :  Are  the  factors  necessary  and  sufficient  for  the  emergence 
of  a  given  type  of  bargaining  unit — say,  industry-wide — identical 
with  the  factors  necessary  and  sufficient  for  its  continuation?  What, 
exactly,  is  the  pattern  of  interaction  among  the  relevant  factors  in 
determining  a  given  result?  There  is  no  denying  that  some  of  the 
studies  have  given  useful  clues  to  answering  these  questions,  but 
they  have  not  provided  the  answers.  To  illustrate:  Industry-wide 
bargaining  can  prevail  in  industries  which  are  not  characterized  by 
a  high  labor  ratio  cost  structure.22  So  far  so  good.  But  does  this  mean 
that  a  high  labor  ratio  cost  structure  is  not  a  necessary  condition  for 
the  emergence  and  continuation  of  such  bargaining?  Does  it  mean 
that  in  the  instances  alluded  to  the  interaction  among  all  the  deter- 
mining factors  was  of  such  a  nature  that  industry-wide  bargaining 
could  prevail  even  in  the  absence  of  a  high  labor  cost  ratio?  And 
if  so,  just  what  type  of  interaction  is  necessary  and  sufficient  among 
the  various  factors  to  insure  the  prevalence  of  industry-wide  bar- 
gaining? 

The  analyses  of  the  consequences  of  the  geographical  scope  of 
the  bargaining  unit  are  less  satisfying  than  those  bearing  on  the 
determinants.  That  is  partly  because  research  design  for  this  kind  of 
a  problem  is  a  more  difficult  matter  and  partly  because  such  re- 
search is  time  consuming  and  costly.  As  a  result,  many  of  the 
findings  in  this  area23  are  either  of  a  deductive  nature  or,  where 
empirical,  are  more  intuitive  than  scientific.  That  is  precisely  why 


32  A  DECADE  OF  INDUSTRIAL  RELATIONS  RESEARCH 

there  is  so  much  controversy  regarding  the  effects  of  industry-wide 
bargaining.  One  can  argue  deductively,  as  do  Lindblom  and  others,24 
that  industry-wide  bargaining  (or,  for  that  matter,  any  bargaining 
unit  which  encompasses  the  competitive  area  of  the  product  market 
— let  us  call  it  market  bargaining)  will  reduce  the  willingness  of 
employers  to  resist  wage  and  other  demands  from  the  union(s).  But 
one  can  argue  just  as  cogently  for  the  opposite  conclusion  merely  by 
introducing  different  assumptions  equally  plausible  on  an  a  priori 
basis.  For  instance,  to  prove  this  opposite  conclusion,  one  merely  has 
to  assume  that  in  the  absence  of  market  bargaining  the  employers 
would  be  "whipsawed"  into  position  by  the  union  and  therefore  be 
compelled  to  make  greater  concessions  than  under  market  bargain- 
ing with  an  employers'  association.  The  truth  of  the  matter  is  that 
single-firm  bargaining  may  lead  to  "whipsawing"  in  some  industries 
and  not  in  others,  or  even  in  the  same  industry  at  one  time  but  not 
another,  all  depending  upon  a  variety  of  factors.  But  what  we  do 
not  know  is  what  combination  of  factors  actually  leads  to  which 
situation. 

There  is  also  a  welter  of  inconclusive  empirical  findings  with 
respect  to  the  impact  of  the  geographical  scope  of  the  bargaining 
unit  on:  the  structure  of  the  product  market,  the  pace  of  techno- 
logical change,  the  pattern  of  managerial  efficiency,  the  frequency 
of  strikes,  changes  in  wage  levels,  the  wage  structure,  the  pattern  of 
grievances,  the  distribution  of  power  in  the  union,  and  the  character 
of  the  union-management  relationship.  The  students  dealing  with 
the  above  topics  may,  in  fact,  be  dead  right  in  their  conclusions;  but 
they  simply  have  not  established  their  claims.  The  impartial  scientific 
observer  must  rule:  Not  proven. 

One  important  area  in  which  relatively  little  work  of  any  type  has 
been  done  is  the  question  of  the  impact  of  so-called  pattern  bargain- 
ing on  the  relevant  collective  bargaining  policies  and  practices.  More 
specifically,  these  questions  are  unanswered:  In  what  respects  are 
the  policies  and  practices  of  the  constituent  firms  in  a  pattern 
industry  similar?  In  what  respects  are  they  different?  And  why  the 
similarity  on  some  matters  and  not  on  others? 

Given  the  geographical  scope  of  the  bargaining  unit,  the  further 
question  arises:  What  is  the  political  scope  of  the  given  unit,  and 
why?  Does  the  unit  encompass  one  union  or  several,  i.e.,  do  we 
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have  single-union  or  multi-union  bargaining?  And  if  the  former,  does 
it  comprise  one  craft,  a  group  of  related  crafts,  all  the  production 
and  maintenance  employees,  all  the  employees,  or  some  subdivision 
thereof? 

Statistical  information  on  the  political  scope  of  the  bargaining  unit 
is  relatively  scarce.  Some  clues  are  contained  in  the  Millis  and  Brown 
volume,25  and  in  the  decisions  and  annual  reports  of  the  NLRB.  But 
beyond  that  we  have  little  indeed  to  go  by. 

Turning  to  the  determinants  of  the  political  scope  of  the  unit,  we 
find  considerably  fewer  studies  than  in  the  area  of  the  geographical 
scope.  Here  and  there  we  come  across  suggestive  insights — say,  like 
those  adduced  by  Chamberlain26  and  Ross;27  the  work  by  Millis  and 
Brown  gives  us  some  understanding  of  the  influence  of  the  NLRB.28 
But  nowhere  do  we  find  anything  like  a  comprehensive  analysis  of 
the  problem. 

The  comparative  effects  of  single-  and  multi-union  bargaining  on 
collective  bargaining  policies  and  practices  are  very  much  worthy  of 
study,  for  at  present  we  have  nothing  beyond  theoretical  speculations 
on  that  score.  In  conjunction  with  that  general  area,  these  questions 
become  relevant:  In  a  given  geographical  unit  where  there  are 
several  unions  but  where  each  one  bargains  separately  with  the 
employ er(s),  is  there  any  union  which  acts  as  the  leader  in  setting 
the  pattern?  Why?  Does  the  leadership  change  with  the  passage  of 
time?  Why?  Where  the  geographical  unit  is  local,  is  it  the  same 
union  that  is  the  leader  in  each  locality?  Why?  Where  leadership 
patterns  do  obtain,  does  it  hold  for  all  the  matters  covered  in  the 
labor  agreement  or  only  for  some?  Why?  In  cases  of  multi-union  bar- 
gaining, how  is  the  coordination  of  bargaining  strategy  and  tactics 
among  the  relevant  unions  effectuated?  Are  there  various  patterns  of 
coordination  that  obtain?  Why?  For  all  these  questions,  and  related 
ones,  we  have  relatively  few  answers  of  any  type,  let  alone  con- 
clusive ones.29 

THE  RESOLUTION  OF  DISAGREEMENT 

Disagreement  between  unions  and  management  can  be,  and  is, 
resolved  by  various  procedures.  The  more  basic  ones,  however,  are 
these:  the  grievance  machinery,  mediation,  arbitration,  and  strikes. 
Each  one  now  merits  separate  attention. 


34  A  DECADE  OF  INDUSTRIAL  RELATIONS  RESEARCH 

Grievance  machinery.  The  purpose  of  the  grievance  machinery  is 
clear  enough  on  the  part  of  all  those  who  look  upon  collective  bar- 
gaining as  an  integral  and  desirable  component  of  the  American 
industrial  scene.  And  it  is  this :  The  minimization  and  prevention  of 
serious  conflict  between  the  parties  during  the  life  of  the  contract. 
The  fact  of  the  matter  is,  however,  that  while  just  about  every  col- 
lective bargaining  agreement  spells  out  some  type  of  grievance  pro- 
cedure, the  machinery  fails  to  fulfill  the  avowed  purpose  in  many  an 
instance.  That  therefore  leads  to  these  questions:  How  does  the 
grievance  machinery  work?  How  frequently  does  it  break  down? 
What  factors  entail  the  breakdown?  And  how  is  the  situation  ulti- 
mately remedied? 

While  practitioners  probably  have  some  good  working  answers  to 
these  questions,  the  research  findings  are  inadequate.  To  analyze 
numerous  agreements  and  classify  the  various  procedures  by  the 
number  of  steps  in  the  machinery,  the  time  limits  between  successive 
steps,  is  hardly  a  fruitful  approach — to  put  it  mildly.  While  it  is 
undeniable  that  the  formal  procedure  has  some  bearing  on  the  opera- 
tion of  the  machinery,  it  is  of  relatively  negligible  importance  com- 
pared to  the  various  forces  that  determine  how  the  formalities  are 
utilized  in  practice.  While  a  few  brief  forays  have  been  made  into 
the  operational  area,30  the  terrain  is  still  dominantly  unexplored.  The 
work  begun  by  Whyte  and  his  associates31  shows  promise  of  yielding 
results  that  will  enable  us  to  answer  some  of  the  more  basic  ques- 
tions. The  approach  they  are  pursuing  is  essentially  to  study  how 
the  grievance  machinery  actually  functions  on  a  day-to-day  basis  in 
the  plant.  Such  an  approach — involving  exhaustive  case  studies — 
permits  a  careful  exploration  of  both  the  anatomy  and  physiology  of 
the  grievance  machinery.  And  it  should  enable  us  to  come  to  grips 
with  specific  questions  that  are  related  to  the  broader  queries  we 
raised  above.  To  illustrate:  Is  the  steward  declining  in  importance 
with  respect  to  the  grievance  process?  Why?  In  some  bargaining 
units,  all  the  steps  in  the  procedure  save  the  final  one  are  mere  for- 
malities, with  everyone  involved  knowing  that  the  decision  is  made 
only  in  the  final  step;  why  is  that  so?  Where  such  a  situation  pre- 
vails, how  does  it  affect  the  total  character  of  the  union-management 
relationship?  What  link,  if  any,  exists  between  the  actual  operation 
of  the  grievance  machinery  and  the  distribution  of  power  in  the 
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given  union?  Why?  In  what  ways,  if  any,  is  the  geographical  scope 
of  the  bargaining  unit  related  to  the  manner  in  which  the  grievance 
procedure  functions?  How  does  the  grievance  machinery  tie  in  with 
other  channels  of  communication  in  the  plant? 

Mediation.  As  one  might  expect,  the  growth  of  collective  bargain- 
ing has  entailed  a  growth  in  the  use  of  mediation.  Witness  the  in- 
creased personnel  and  case  loads  of  the  Federal  Mediation  & 
Conciliation  Service  and  the  various  state  agencies.  Moreover,  the 
types  of  disputes  in  which  mediation  is  used  has  also  undergone 
change.  For  while  mediation  is  still  relied  upon  principally  in  dis- 
putes arising  out  of  contract  negotiations,  the  use  of  the  procedure 
for  settling  disputes  during  the  life  of  the  contract  is  increasing.  So 
much  so,  that  some  contracts  formally  spell  out  the  intervention  of 
a  government  official  in  the  final  step  of  the  grievance  procedure 
( prior  to  arbitration )  .32 

In  the  light  of  the  practical  developments,  one  might — not  un- 
reasonably— assume  that  studies  of  the  dynamics  of  the  mediation 
process  would  be  plentiful  indeed.  Yet  the  exact  opposite  is  true. 
Aside  from  the  careful  field  work  by  Douglas,33  Lovell,34  and  Lands- 
berger,35  there  is  nothing  available  which  attempts  to  explore  the 
fundamental  forces  at  play.  This  is  not  to  deny  that  some  of  our 
most  successful  mediators  have  pointed  to  this  or  that  technique  as 
important  ingredients  of  effective  mediation,36  although  some  me- 
diators will  not  disclose  even  that  much.  These  practical  tips  are 
useful  for  the  professional  mediators.  But  that  is  hardly  the  type  of 
communication  that  will  provide  an  orderly  and  systematic  insight 
into  the  mediation  process.  If  one  argues,  as  many  practitioners  do, 
that  there  can  be  no  general  principles  for  successful  mediation,  that 
each  case  must  be  treated  as  a  unique  experience,  that  one  must  have 
an  innate  intuitive  feel  for  the  process — in  short,  if  one  alleges  that 
systematic  research  in  this  field  is  fruitless,  the  answer  is  clear: 
The  same  argument  has  been  made  in  numerous  other  applied 
fields  when  those  were  in  their  infancy,  and  yet  it  was  precisely  the 
imaginative  efforts  of  the  researchers  that  disproved  the  arguments 
and  enabled  the  field  to  move  forward  rapidly  and  constructively. 
Medicine  is  a  case  in  point.  And  some  of  our  more  far-sighted  medi- 
ators have  strongly  endorsed  the  need  for  systematic  research  in 
this  area.37  In  fact,  Kerr — an  academician  with  considerable  media- 
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tion  experience — has  suggested  a  framework  which  could  prove 
useful  in  future  empirical  work.38 

Arbitration.39  While  the  common  distinction  between  contract 
arbitration  ( also  referred  to  as  arbitration  of  interests )  and  grievance 
arbitration  ( also  called  arbitration  of  rights )  is  conceptually  sound, 
there  are  certain  similarities  between  the  two  of  which  the  successful 
practitioner  is  well  aware.  Thus  the  academic  belief  that  the  arbi- 
trator in  a  dispute  of  rights  always  has  contractual  guideposts  with 
which  to  operate  whereas  the  arbitrator  for  the  terms  of  a  new  con- 
tract works  in  a  vacuum  is  totally  unrealistic.  Even  where  the  con- 
tract speaks  out  on  a  given  problem  that  has  reached  grievance  arbi- 
tration, it  is  rarely  so  written  that  an  intelligent  reading  of  the 
clauses  in  question  can  leave  little  doubt  in  the  mind  of  a  reasonable 
man  what  they  were  designed  to  convey.  Quite  the  contrary.  There 
are  always  nuances  and  shades  of  meaning  which  are  anything  but 
self-evident.  In  numerous  instances  the  contract  is,  for  all  practical 
purposes,  silent  on  the  issue  which  the  arbitrator  is  called  upon  to 
resolve.  Despite  all  that,  however,  the  logical  distinction  between 
the  two  types  of  arbitration  is  useful  for  classification  purposes,  not 
to  mention  other  considerations. 

In  contrast  to  grievance  arbitration,  contract  arbitration  volun- 
tarily accepted  by  the  parties  is  a  relatively  uncommon  occurrence 
in  American  collective  bargaining.  Moreover,  the  attitude  of  the 
parties  toward  the  use  of  contract  arbitration  will  be  a  function  of 
their  relative  bargaining  power.  But  in  contract  arbitration,  as  in 
grievance  arbitration,  maximum  acceptability  of  the  award  by  the 
parties  is  the  prime  objective  sought,  with  few  exceptions  indeed. 
Pragmatically  speaking,  that  is  as  it  should  be.  For  an  award  which 
is  repudiated  ( formally  or  informally )  by  one  or  both  of  the  parties 
has  failed  to  resolve  disagreement  by  failing  to  provide  standards 
with  which  the  parties  can  live  on  a  harmonious  basis.  Whatever 
views  one  might  have  about  such  a  pragmatic  approach  from  the 
viewpoint  of  "the  best  interests  of  the  public,"  the  stubborn  facts  of 
reality  leave  one  no  alternative  short  of  turmoil  or  compulsion.40 
Anyone  who  doubts  that  has  but  to  recall  the  now  famous  Landis 
award  in  the  Chicago  building  trades.41 

But  what,  exactly,  provides  for  maximum  acceptability  in  contract 
arbitration?  On  the  matter  of  general  wage  changes,  it  would  seem 
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that  intra-  and  inter-industry  comparisons  are  some  of  the  more 
powerful  forces  of  persuasion,  as  Bernstein  has  shown  in  his  careful 
study;42  although  other  guideposts  (cost  of  living,  for  example)  can 
also  be  used  effectively.  Thanks  to  the  efforts  of  Bernstein  and  his 
predecessors,43  our  knowledge  of  wage  arbitration,  while  far  from 
complete,  is  not  inconsiderable.  However,  the  literature  is  quite  in- 
adequate on  contract  arbitration  of  nonwage  matters.  Investigations 
of  how  arbitrators  ( or  arbitration  boards )  actually  reach  their  deci- 
sions on  these  matters  would  prove  fruitful.  And  such  investigations 
should  concentrate  on  more  than  merely  the  written  award,  which 
often  will  tell  little  indeed  of  the  processes  by  which  the  conclusion 
was  reached;  they  should  focus  on  the  actual  processes  themselves. 
Direct  observation  and  interviews  with  the  parties  involved  and  the 
arbitrator  should  yield  worthwhile  results.  The  same  approach 
should  also  be  utilized  in  exploring  further  the  various  dimensions 
of  contract  wage  arbitration.  For  Bernstein's  study,  and  others,  have 
relied  dominantly  on  formal  sources  of  information.  And  while  the 
formal  pronouncements  in  the  wage  area  are  probably  more  mean- 
ingful than  in  nonwage  awards,  they  still  omit  reference  to  many  a 
technique  and  approach  which,  in  terms  of  insuring  maximum  ac- 
ceptability by  the  parties,  are  considerably  more  important  than 
the  written  disclosures. 

Grievance  arbitration,  unlike  contract  arbitration,  is  now  the  rule 
in  organized  units;  approximately  ninety  per  cent  of  all  labor  agree- 
ments contain  clauses  providing  for  the  arbitration  of  disputes  which 
cannot  be  resolved  in  the  various  steps  of  the  grievance  machinery. 
And,  correspondingly,  the  literature  on  this  subject  has  been  pour- 
ing out  at  a  rapid  pace  in  recent  years.44  Moreover,  the  value  of  the 
literature  is  enhanced  in  some  instances  by  the  practical  arbitration 
experience  of  the  author  who  has  taken  time  out  to  reflect  on  his 
experience  and  articulate  its  basic  implications. 

While  there  are  numerous  substantive  issues  in  grievance  arbitra- 
tion that  are  the  subject  of  vigorous  debate,  the  more  basic  issues  are 
ones  of  approach  rather  than  substance.  Among  these,  the  following 
are  noteworthy:  To  the  extent  that  a  meaningful  distinction  can  be 
drawn  between  the  so-called  "administrative"  and  "contractual"  ap- 
proaches to  grievance  arbitration,  which  one  should  be  followed? 
Where  the  "administrative"  approach  is  followed,  to  what  extent 
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should  the  arbitrator  rely  on  mediation  techniques?  Is  it  more  ad- 
visable to  have  a  permanent  or  ad  hoc  arbitrator?  Which  procedure 
is  superior,  a  single  arbitrator  or  a  tripartite  panel? 

These  questions  can  be  explored  operationally  and  constructively 
only  if  one  starts  with  these  two  assumptions:  (1)  The  arbitration 
award  should  meet,  as  closely  as  possible,  with  maximum  acceptabil- 
ity by  the  parties.45  (2)  The  specific  traits  and  needs  of  each  bar- 
gaining unit  are  different;  that  is  what  we  have  labeled  earlier  as 
the  diversified  character  of  collective  bargaining  (see  p.  28). 
Granted  these  assumptions,  the  answers  to  the  basic  questions  of 
approach  become  apparent  enough.  To  illustrate:  Whether  the 
arbitrator  relies  on  the  "contractual"  or  "administrative"  approach 
will  depend  on  what  the  parties  believe  they  need  and  expect.  What 
fits  one  unit  might  be  outright  destruction  in  another.  The  late  Harry 
Shulman,  with  all  his  creative  ingenuity,  would  not  have  been  per- 
mitted to  proceed  under  the  General  Motors  agreement  as  he  did 
under  the  Ford  contract.  And  at  the  stubborn  practical  level,  there 
is  this  consideration  to  keep  in  mind:  Few  and  far  between  are  the 
arbitrators  who  will  risk  their  "jobs"  by  espousing  an  approach  which 
is  unacceptable  to  the  parties.  Again,  while  it  is  not  uncommon  for 
some  units  to  allow  a  permanent  arbitrator  to  take  certain  liberties 
with  the  contract,  that  is  rare  indeed  where  an  ad  hoc  arbitrator  is 
involved.  And  the  very  question  as  to  whether  ad  hoc  or  permanent 
arbitration  is  more  advisable  is  not  a  matter  of  one  method  being 
objectively  superior  to  the  other.  Rather,  it  is  a  matter  of  what  the 
parties  involved  believe  best  serves  their  interests  in  the  light  of 
their  particular  experience.  In  some  measure,  of  course,  beliefs  are 
inferences  drawn  from  one's  experience.  And  as  a  result,  beliefs 
can  be  molded  by  persuasive  arguments.  Parties  believing  that  ad 
hoc  arbitration  best  meets  their  needs,  may  be  swayed  in  the  oppo- 
site direction  by  exposure  to  other  interpretations  of  their  expe- 
rience.46 But  it  is  the  belief  held  by  the  parties  at  any  given  time, 
however  molded,  that  will  determine  whether  they  espouse  ad  hoc 
or  permanent  arbitration. 

But  it  is  not  enough  to  assert  that  different  arbitration  approaches 
are  a  response  to  the  differing  needs  of  the  various  bargaining  units. 
For  we  still  have  to  answer  these  questions:  Why  do  these  needs 
differ?  And  how,  specifically,  does  arbitration  adapt  itself  to  the 
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relevant  needs?  The  first  question,  while  beckoning  here,  will  be 
discussed  in  another  section  of  this  chapter.  As  for  the  second  ques- 
tion, the  explorations  for  finding  an  answer  have  hardly  begun.47 

Nothing  in  the  preceding  paragraphs  is  designed  to  imply  that  the 
consequences  of  different  approaches  to  grievance  arbitration  are 
identical  or  even  similar.  In  one  sense,  the  consequences  are  designed 
to  be  identical — namely,  the  insurance  of  maximum  acceptability 
by  the  parties.  But  here  we  are  referring  to  consequences  in  terms 
of  the  specific  policy  standards  that  are  entailed  by  the  varying  ap- 
proaches— seniority  patterns,  plant  wage  structure,  disciplinary  pen- 
alties, etc.  The  results  of  permanent  arbitration  may  well  be  different 
from  ad  hoc  arbitration.  The  outcome  of  the  "administrative"  ap- 
proach will  be  different  from  the  end  product  of  the  "contractual" 
approach.  The  use  of  a  tripartite  panel  will  not  necessarily  breed  the 
same  results  as  reliance  on  a  single  arbitrator.  And  so  on.  It  is  with 
regard  to  these  consequences  that  our  knowledge  is  highly  inade- 
quate. Healy's  study  of  the  impact  of  arbitration  awards  on  promo- 
tion issues  is  a  notable  exception,  although  it  is  difficult  to  tell  from 
his  published  findings48  exactly  how  the  research  was  conducted  and, 
therefore,  to  assess  the  validity  of  the  results. 

Investigations  called  for  at  this  stage  might  perhaps  follow  these 
basic  lines:  (a)  Case  studies  of  permanent  arbitration  systems  in 
different  bargaining  units,  covering  their  origin,  development,  struc- 
ture, practices,  effects.  Something  like  that  is  now  being  sponsored 
by  the  National  Academy  of  Arbitrators,  (b)  Case  studies  of  arbi- 
tration in  units  which  rely  on  the  ad  hoc  system,  (c)  Case  studies — 
if  available — of  arbitration  in  units  that  have  operated  under  the 
permanent  system  in  some  periods  and  the  ad  hoc  method  in  others, 
(d)  An  analysis  of  arbitration  awards  (available  from  the  reporting 
services  and  other  sources)  cutting  across  industry  lines  for  the 
purpose  of  learning  whether,  for  each  of  the  given  issues  or  prob- 
lems, the  awards  display  any  clear-cut  trends. 

Strikes.  The  student  interested  in  analyzing  American  strike  data 
is  now  in  the  fortunate  position  of  having  available  the  relatively 
abundant  basic  figures  on  the  number  of  strikes,  duration  of  strikes, 
and  so  forth,  worked  up  by  the  U.  S.  Bureau  of  Labor  Statistics. 
And  several  studies  have  systematically  classified  some  of  these  raw 
data  into  different  groupings.49  The  research  uses  to  which  this 
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welter  of  material  can  be  put  are  many  and  varied.  But  one  important 
purpose  should  certainly  be  the  development  of  a  general  analysis 
of  the  determinants  of  strikes.  If  such  an  analysis  is  ever  to  be 
built  up  in  a  constructive  fashion,  the  different  scholars  must  be 
focusing  on  the  same  dependent  variables;  they  must  be  trying 
to  answer  the  same  basic  questions,  if  you  will.  There  must  first, 
therefore,  be  a  clear  and  commonly  accepted  understanding  of 
the  strike  dimension  that  is  to  be  explained — number  of  strikes, 
duration  of  strikes,  man-hours  lost.  For  the  relative  importance  of 
the  factors  explaining  (say)  the  pattern  of  strike  frequency  is  not 
necessarily  identical  with  that  accounting  for  (say)  the  pattern  of 
strike  duration.  Given  the  strike  measurement  to  be  utilized,  a 
general  analysis  of  strike  propensity  should  focus  on  both  the 
short-  and  long-run  dimensions  of  these  basic  categories:  (1)  The 
economy  as  a  whole.  (2)  The  differences  in  the  patterns  between 
industries.  (3)  The  differences  in  the  patterns  between  the  various 
bargaining  units  in  the  same  industry. 

A  number  of  attempts  have  now  been  made  to  elaborate  a  gen- 
eral analysis  of  strike  propensity.50  These  studies  are  not,  however, 
strictly  comparable  because  they  do  not  all  address  themselves  to 
the  same  questions.  They  are  nevertheless  suggestive  for  further 
exploration  in  terms  of  both  substantive  content  and  methodology. 
Thus  one  can  discern  a  basic  difference  in  interpretation  between 
Ross  and  Irwin  on  the  one  hand,  and  Rees  on  the  other.  While  the 
former  seem  to  attribute  dominant  determining  weight  to  so-called 
institutional  forces,  the  latter  implies  that  economic  factors  are  the 
prime  movers.  Future  research  in  this  area  would  profit  consider- 
ably from  a  sharpening  of  the  conceptual  frameworks,  for  there  is 
far  too  much  intellectual  sloppiness  now  rampant  under  the  name 
of  institutionalism.  We  should  benefit  from  the  sterile  debate  in 
economics  during  the  nineteen  twenties  and  avoid  a  similar  waste 
of  precious  time  and  human  resources. 

At  the  methodological  level,  the  use  of  materials  and  data  from 
other  countries  to  test  domestic  findings,  as  Kerr  and  Siegel  have 
done,  may  well  prove  to  be  a  fruitful  approach.  It  must,  however, 
be  used  with  extreme  caution,  given  the  differences  in  the  relevant 
socio-economic   settings   in   the   different   countries. 

The  preceding  comments  are  not  designed  to  imply  that  the 
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strike  phenomenon  should  be  studied  solely  at  the  statistical  level. 
Searching  case  studies  of  strike  situations  at  the  plant  level  should 
also  be  encouraged.  For  such  studies,  aside  from  their  value  in  un- 
earthing the  determinants  of  the  character  of  the  union-manage- 
ment relationship  in  the  plant  (to  be  discussed  presently),  can 
provide  useful  clues  for  the  formulation  of  analytic  hypotheses  to 
test  against  the  statistical  data.  Moreover,  the  case  studies  are  a  use- 
ful safeguarding  device.  The  clues  they  provide,  if  perceptibly 
caught  by  the  researcher,  will  prevent  us  from  falling  into  the  trap 
of  slavishly  extrapolating  past  statistical  trends  when  current  forces 
suggest  a  modification  or  reversal  of  these  trends.51 

The  second  basic  aspect  of  strikes  concerns  their  impact.  And 
this  impact  has  two  dimensions:  (1)  At  the  plant  or  bargaining- 
unit  level;  this  ties  in  with  the  character  of  the  union-management 
relationship  which  will  concern  us  at  a  later  juncture.  (2)  At  the  so- 
called  public  level — local,  regional,  or  national.  It  is  on  the  second 
dimension  that  we  shall  focus  here. 

The  study  by  Chamberlain  and  Schilling52  represents  the  first 
attempt  to  formulate  an  operational  index  designed  to  measure 
the  total  public  impact  of  any  given  strike.  The  logic  of  their  ap- 
proach is  unassailable:  they  consider  both  the  direct  and  indirect 
effects  of  a  strike;  the  impact  is  measured  along  a  continuum,  which 
avoids  the  all-or-nothing  approach  now  in  vogue  among  students 
of  the  so-called  emergency  strike  problem;  and,  wherever  feasible, 
quantitative  variables  are  used.  The  difficulties  with  the  Chamber- 
lain-Schilling index  stem  not  from  its  underlying  logic  but  from  the 
lack  of  adequate  data  to  permit  the  rapid  application  of  the  index 
when  strikes  arise  which  might  affect  the  public  interest  to  the  point 
of  necessitating  government  intervention.  But  that  is  not  an  insur- 
mountable difficulty.  For  if  this  index,  or  some  modification  of  it, 
were  adopted  as  a  basis  for  government  policy,  the  appropriate 
steps  could  be  taken  to  provide  for  the  rapid  channelization  of  the 
necessary  data  when  needed.  There  is,  too,  this  further  point:  The 
relevant  groups  would  have  to  agree  on  what  index  score  must  be 
reached  before  the  dispute  in  question  is  termed  an  emergency 
strike.  But  that  problem  would  arise  with  any  index.  In  fact,  the 
problem  of  determining  when  a  strike  has  reached  emergency  pro- 
portions exists  even  now,  when  crude  data  and  personal  judgment — 
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with  no  formal  index — are  the  raw  materials  out  of  which  the  final 
conclusion  is  fashioned.  If  anything,  the  existence  of  a  definite 
guidepost  such  as  the  Chamberlain- Schilling  index  should  facilitate 
agreement. 

Reference  should  also  be  made  to  a  number  of  studies  in  recent 
years  that  have  dealt  constructively  with  the  public  impact  of  strikes 
either  on  an  empirical  or  analytic  basis:  Christenson's  exhaustive 
probing  of  the  bituminous  coal  industry;53  an  analysis  of  bituminous 
coal  strikes  along  somewhat  different  lines  by  Bernstein  and  Lovell;54 
Warren's  study  of  emergency  strikes  between  1914  and  1949;55  the 
relevant  essays  in  the  IRRA  volume  on  emergency  disputes;56  and 
Dunlop's  brief  but  useful  pragmatic  insights.57 

NON-WAGE  POLICIES 

The  principal  nonwage  collective  bargaining  policies  and  prac- 
tices relate  to:  union  security,  seniority,  working  rules,  fringe  bene- 
fits, health,  welfare,  and  pension  plans,  and  the  guaranteed  annual 
wage  (also  referred  to  as  supplementary  unemployment  benefits). 
The  description  of  these  policies  is  scattered  in  different  studies,  some 
dealing  with  specific  policies  that  cut  across  industry  lines  and  others 
dealing  with  the  policies  in  a  particular  industry.58  The  most  ex- 
haustive survey  is  Slichter's  well-known  volume,  which  he  and  his 
associates  are  now  bringing  up  to  date.  And  the  continuing  studies 
on  various  aspects  of  these  policies  by  the  US  Bureau  of  Labor 
Statistics  should  also  enable  the  student  to  keep  abreast  of  the  policy 
patterns  that  are  developing. 

When  we  turn  away  from  description  to  an  analysis  of  the  deter- 
minants of  these  nonwage  policies,  our  knowledge  is  not  nearly  as 
plentiful;  in  many  respects,  it  is  quite  inadequate.  While  the  con- 
crete and  immediate  determinants  of  specific  policies  have  been 
covered,  we  do  not  as  yet  have  a  general  analytic  framework  in  terms 
of  which  the  policies  can  be  constructively  understood.  But  more  will 
be  said  about  such  a  framework  elsewhere  in  this  essay  (see  pp. 
50  ff.). 

In  analyzing  the  impact  of  the  policies,  one  should  differentiate 
between  the  economic  and  noneconomic  dimensions.  At  the  eco- 
nomic level,  furthermore,  there  is  the  distinction  to  be  drawn  be- 
tween the  cost  and  demand  components.  Once  the  demand  aspects 
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are  brought  into  play,  we  are  moving  into  the  area  of  macro-analysis, 
and  that  is  the  subject  matter  of  another  paper  in  this  volume.  Our 
concern  here  is,  therefore,  solely  with  the  cost  dimension.  And  the 
basic  questions  in  that  regard  are  these:  Would  the  nonwage  pol- 
icies have  prevailed  in  private  industry  in  the  absence  of  collective 
bargaining?  If  not,  are  the  money  expenditures  entailed  by  these 
policies59  offset  by  relatively  lower  wage  levels  under  collective  bar- 
gaining? If  not,  is  the  impact  of  collective  bargaining  on  labor 
productivity  favorable  enough  so  that  unit  labor  costs  are  not  in- 
creased commensurate  with  the  increase  in  money  expenditures? 

While  we  do  not  have  an  irrefutable  answer  to  the  first  question, 
it  seems  clear  enough  that,  at  the  least,  a  number  of  the  more  im- 
portant policies  would  not  obtain  in  the  absence  of  unionism.  Insofar 
as  wages  are  concerned,  the  "dominant"  view  now  is  that  unions  raise 
the  relevant  wage  levels  above  what  they  would  have  been  in  the 
absence  of  organization.  But  even  if  one  accepts  the  view  that  the 
impact  of  unionism  on  the  relevant  wage  levels  is  negligible,  it 
would  still  follow  that  under  collective  bargaining  the  changes  in 
the  levels  do  not  offset  the  increased  expenditures  entailed  by  the 
nonwage  policies.  Hence,  that  leaves  only  to  determine  the  produc- 
tivity impact  of  collective  bargaining  before  reaching  a  conclusion 
as  to  how  the  non-wage  policies  affect  unit  labor  costs.  Unfortu- 
nately, however,  there  is  pathetically  little  meaningful  evidence  avail- 
able on  this  impact.60  To  be  sure,  deductions  and  inferences  abound; 
however,  many  a  deductive  conclusion  can  be  matched  by  an  op- 
posite one  buttressed  by  equally  impeccable  logic  but  involving 
different  substantive  assumptions.  True,  one  can  never  hope  for 
anything  even  resembling  a  controlled  experiment  in  this  research 
area.  But  there  are  enough  case  situations  around  which,  if  carefully 
pursued  by  the  student,  could  provide  useful  information  on  the 
link  between  collective  bargaining  policies  and  labor  productivity.61 
This  information  would,  of  course,  not  be  conclusive.  But,  crude  as 
the  findings  are  bound  to  be  even  under  the  most  propitious  of  cir- 
cumstances, they  would  enable  us  to  make  more  meaningful  de- 
ductions and  inferences. 

At  the  noneconomic  level,  the  impact  of  the  policies  has  two  basic 
dimensions:  (1)  The  effect  on  the  morale  of  the  relevant  work 
force.62  (2)  The  effect  on  the  distribution  of  power  and  authority 
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within  the   union   and   management.   Here   again   the   conclusive 
empirical  work  is  conspicuous  by  its  absence. 

THE  TOTALITY  OF  THE  UNION-MANAGEMENT  RELATIONSHIP 

The  literature  on  the  totality  of  the  union-management  relation- 
ship can  be  conveniently  grouped  into  three  basic  categories:  the 
character  of  the  relationship  at  the  plant  or  firm  level;  the  matter 
of  bargaining  power;  and  managerial  prerogatives.  While  in  practice 
there  are  powerful  links  between  these  three  dimensions,  there  is 
adequate  logical  foundation  for  analyzing  them  separately. 

The  character  of  the  relationship.  In  recent  years  there  has  prob- 
ably been  a  greater  outpouring  of  material  on  this  topic  than  any 
other  single  item  in  the  field.  Some  of  the  work  consists  of  case 
studies  of  individual  plants  or  firms.63  Other  explorations  have  ad- 
dressed themselves  to  only  certain  aspects  of  the  union-management 
relationship  but  have  cut  across  firm  and/or  industry  lines.64  And 
several  studies  contain  a  definite  analytic  framework  focusing  on  the 
character  of  the  union-management  relationship  together  with  in- 
ductive findings  designed  either  for  illustrative  or  corroborative 
purposes.65 

These  various  monographs  have  given  us  a  better  understanding 
of  the  character  of  the  union-management  relationship  at  the  plant 
level  than  we  ever  had  before.  But  we  are  still  a  long  way  from  any- 
thing even  approaching  a  relatively  conclusive  operational  frame- 
work in  terms  of  which  any  given  relationship  can  be  properly  and 
quickly  diagnosed  and  understood.  Nor  are  we  likely  to  attain  a 
conclusive  framework,  regardless  of  how  much  further  research  is 
done,  if  the  present  pattern  of  explorations  continues;  and  for  two 
reasons. 

First,  there  does  not  as  yet  exist  a  universally  accepted  and 
clearly  elaborated  concept  of,  "the  character  of  the  union-manage- 
ment relationship."  Some  researchers  have  attempted  to  devise  a 
concept  in  terms  of  typologies.  Others  have  defined  the  concept  in 
terms  of  several  specific  dimensions  of  the  relationship.  And  still 
others  have  merely  written  running  accounts  of  the  relationship  with- 
out bothering  to  focus  clearly  and  sharply  on  what  they  were  de- 
scribing and,  therefore,  what  they  were  in  fact  explaining.  The  result 
of  this  lack  of  a  common  concept  for  the  dependent  variable  has 
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been  that  in  many  cases  the  writers  have  really  been  explaining  en- 
tirely different  phenomena.  Moreover,  even  where  several  writers 
have  used  a  similiar  concept,  it  has  not  always  been  cast  in  opera- 
tional terms,  let  alone  quantitative  ones;  as  a  consequence,  the  actual 
interpretation  and  application  of  the  concept  has  varied  consid- 
erably. 

Second,  where  frameworks  have  been  elaborated  by  the  re- 
searchers to  account  for  the  union-management  relationship  they 
have  differed  considerably.  Now,  the  fact  that  frameworks  differ  is 
not,  in  and  of  itself,  an  insuperable  barrier  to  additive  studies — 
although  it  does  make  the  task  more  difficult.  But  what  we  have  had 
in  this  area  are  differing  frameworks  which,  in  many  important  re- 
spects, are  noncomparable.  Hence,  even  if  the  various  models  were 
all  explaining  the  same  concrete  phenomenon  ( which  they  do  not ) , 
there  would  still  be  no  way  of  testing  the  validity  of  the  frameworks 
on  those  explanatory  points  where  they  differ. 

To  illustrate  briefly  the  present  difficulties  of  comparability  be- 
tween different  frameworks:  In  one  way  or  another,  all  the  studies 
refer  to  the  economic  position  of  the  firm  as  a  determining  variable  of 
the  relationship.  To  begin  with,  this  variable  is  rarely  defined  with 
sufficient  operational  precision  so  that  one  is  certain  that  the  different 
authors  are  speaking  about  the  same  concrete  elements.  But  let  us 
waive  that  point  for  the  present.  Now,  some  studies  find  that  a 
favorable  economic  position  of  the  firm  contributes  to  so-called  good 
relations,66  while  others  find  that  good  relations  will  prevail  in  in- 
stances where  the  firm  is  in  a  relatively  unfavorable  economic  posi- 
tion.67 At  first  blush,  we  might  be  inclined  to  conclude  that  one 
finding  is  accurate  and  the  other  inaccurate.  But  upon  more  careful 
analytic  probing  we  learn  that  such  need  not  be  the  case  at  all. 
Equally  good  relations  can  prevail  in  two  different  units  with  dif- 
ferent economic  complexions.  For  the  relative  importance  of  any  one 
independent  variable  (in  this  case,  the  economic  position  of  the 
firm)  in  contributing  to  the  relationship  pattern  is  a  function  of:  (a) 
the  value  of  that  variable  in  the  particular  situation,  and  (b)  the 
value  of  all  the  other  relevant  independent  variables  in  the  same 
situation.  Hence,  different  values  of  a  given  variable  need  not  result 
in  differing  union-management  relationships  if  the  value  of  the  other 
variables  are  such  that  they  compensate  for  the  variation  in  the  one 
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at  issue.  More  will  be  said  of  this  pattern  of  interaction  elsewhere 
(see  below  pp.  51  ff.).  The  point  being  made  here  is  simply  this: 
The  failure  of  so  many  of  the  models  used  in  studying  the  union- 
management  relationship  to  posit  explicitly  what  the  pattern  of  inter- 
action of  the  variables  is  assumed  to  be,  makes  it  very  difficult — if 
not  impossible — to  compare  the  different  findings  in  a  constructive 
fashion.68 

If  the  preceding  comments  are  accurate,  agreement  must  be 
reached  among  the  students  on  an  operational  concept  of,  "the 
character  of  the  union-management  relationship/'  It  may  even  be 
feasible  to  devise  a  quasi-quantitative  concept  by  concentrating  on 
those  aspects  of  the  relationship  which  lend  themselves  to  quanti- 
fication— relative  frequency  of  grievances,  arbitrations,  strikes,  etc.  If 
such  an  index  were  properly  devised,  it  would  then  be  worthwhile 
to  compare  the  diagnostic  findings  of  the  index  with  those  of  the  pre- 
vailing clinical  concepts  (which  rely  much  more  on  impressions 
gained  through  living  with  the  situations )  in  a  number  of  plants  or 
firms.  If  such  studies  were  to  yield  a  fairly  high  correlation,  it  would 
not  only  facilitate  obtaining  agreement  on  a  common  concept  but 
would  also  mean  that  we  had  developed  a  tool  for  the  rapid  and 
accurate  diagnosis  of  any  relationship. 

An  alternative  approach  to  the  problem  in  hand  ( conceptualizing 
the  dependent  variable )  might  well  be  this :  Instead  of  exploring  the 
union-management  relationship  as  a  whole,  we  might  well  explore 
separately  the  relevant  individual  dimensions  of  the  relationship.  For 
example,  we  might  focus  on  grievances  in  the  hope  of  ultimately 
finding  a  general  and  operational  explanation  for  the  pattern  of 
grievances  in  any  given  situation.  And  the  same  could  be  done  for 
other  individual  components  of  the  relationship.  Such  a  particular- 
ized approach  might,  in  the  long  run,  prove  more  fruitful  than  study- 
ing the  entire  relationship  as  a  unit;  just  as  in  medicine,  it  has  been 
the  study  of  specific  types  of  diseases,  and  not  disease  in  general, 
that  has  yielded  constructive  solutions.  The  particularized  approach 
in  no  way  implies  that  the  various  dimensions  of  the  relationship 
are  isolated  affairs,  each  one  contained  in  a  separate  compartment 
with  no  link  to  the  others.  Quite  the  contrary.  But  for  purposes  of 
investigation  it  may  well  be  necessary  to  study  them  separately,  with 
the  interrelationships   among  them   emerging  in  the  explanatory 
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models.  For  instance,  grievances  and  strikes  may  well  be  related  in 
various  ways;  but  if  so,  we  can  still  focus  on  (say)  grievances  and, 
in  explaining  why  grievances  are  what  they  are,  bring  into  play  the 
role  of  the  strike  variable.  In  brief,  the  approach  here  being  sug- 
gested in  no  way  negates  the  thesis  that  the  union-management 
relationship  is  a  complex  affair  in  which  the  relevant  variables  inter- 
act in  a  multiplicity  of  ways. 

The  particularized  approach  has  the  further  merit  of  yielding 
answers  to  practical  problems  where  none  might  be  forthcoming 
under  the  alternative  method.  To  illustrate:  Assume  that  the  various 
components  of  any  relationship  do  not  behave  in  the  same  manner; 
for  example,  in  some  plants  grievances  may  be  very  frequent  but 
arbitrations  rare.  Under  such  circumstances,  the  approach  here  sug- 
gested— the  particularized  method — would  ultimately  explain  how 
that  can  happen.  By  contrast,  if  we  were  to  focus  on  the  relationship 
as  a  whole,  we  would  probably  have  no  conclusive  and  operational 
answer  to  this  question.  It  is  only  on  the  assumption  that  all  the 
components  of  a  relationship  behave  in  a  similar  or  identical  fashion 
that  the  overall  concept  could  be  used  without  running  into  the 
difficulty  here  noted.  But  such  an  assumption  is  highly  questionable. 

Bargaining  power.  The  allusion  to  bargaining  power  as  an  ex- 
planation for  different  aspects  of  collective  bargaining  is  so  common- 
place in  the  literature  as  to  be  almost  trite.  Despite  that,  however, 
there  have  been  only  a  few  serious  efforts  to  define  and  develop  the 
bargaining  power  concept.69 

Benefiting  from  the  work  of  previous  scholars,  Chamberlain  has 
developed  a  systematic  analysis  of  bargaining  power  which  is  cast 
in  terms  of  determining  factors  and  is  designed  to  account  not  only 
for  wage  results  but  for  all  aspects  of  the  collective  bargain.  At  the 
risk  of  oversimplification,  the  factors  can  conveniently  be  divided 
into  economic  (or  market)  variables  and  noneconomic  variables. 
Thanks  to  Chamberlain,  Dunlop,  and  others,  we  now  know  quite 
clearly  what  these  variables  are — although  measuring  them  is  still 
a  problem.  What  we  do  not  know  as  yet  is  how  they  interact.  What, 
for  example,  is  the  relative  weight  of  the  economic  and  noneconomic 
forces  in  determining  bargaining  power  under  specified  circum- 
stances? Further  research  could  focus  with  profit  on  this  relative 
weight  problem.  And  research  should  also  reveal  what  differences,  if 
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any,  exist  between  the  patterns  of  interaction  of  the  variables  in  dif- 
ferent time  contexts.  It  may  well  be  that,  relatively  speaking,  the 
economic  pressures  are  considerably  more  important  in  the  long 
than  the  short  run.  Similarly,  there  may  be  important  differences  in 
the  interaction  patterns  during  various  phases  of  the  business  cycle. 
Again,  the  interaction  patterns  may  alter  in  response  to  changes  in 
the  climate  of  opinion  and  public  policy. 

Further  elaboration  of  the  bargaining  power  concept  should  con- 
tribute to  clearing  the  air  of  all  the  confusion  entailed  by  the  so- 
called  union  monopoly  issue.70  For  the  crucial  question  in  this  area 
is  not  whether  the  union  is  a  monopoly  or  not,  since  any  union  which 
has  adequately  organized  the  relevant  market  areas  clearly  is  a 
monopoly,  although  there  may  be  debate  as  to  whether  it  is  more 
or  less  powerful  than  enterprise  monopoly.71  The  crucial  matter,  for 
both  a  proper  understanding  of  the  practical  dimensions  of  the 
question  and  public  policy,  is  what  any  given  union  does  with  its 
monopoly  strength.  And  that  is  clearly  a  function  of  its  bargaining 
power.  The  fact  that  a  given  union  is  a  monopoly  does  not  auto- 
matically disclose  what  bargaining  power  it  possesses.  To  illustrate: 
Given  the  objectives  of  the  union,  how  much  power  it  has  will 
depend,  among  other  things,  on  the  structure  of  the  relevant  bargain- 
ing unit.  Where  a  union  that  has  organized  the  entire  industry  is 
dealing  with  a  tightly  knit  employers'  association  its  ability  to  ob- 
tain concessions  will  probably  be  less  than  if  it  dealt  individually 
with  each  of  the  component  firms,  notably  if  the  firms  are  relatively 
small — other  things  being  equal.  Yet  in  both  instances,  the  union 
would  be  in  a  monopoly  position. 

It  follows  that  further  debate  as  to  whether  a  union  is  a  monopoly 
or  not  would  be  a  poor  allocation  of  time  and  resources.  Equally 
fruitless  would  be  purely  theoretical  analyses  of  the  implications  of 
union  monopoly  power,  based  on  current  models  of  monopoly  in 
economic  theory.72  What  is  needed,  rather,  are  some  thorough 
empirical  investigations  on  how  monopoly  power  is  used  by  different 
unions  during  any  given  period;  and  also  on  how  the  power  is  used 
by  the  same  union  with  the  passage  of  time.  Such  an  approach  would 
not  only  reveal  what  forces  limit  the  union's  use  of  its  power,  but 
would  contribute  to  a  better  understanding  of  the  relative  weight  of 
the  different  factors  that  determine  bargaining  power. 
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Managerial  prerogatives.  While  the  literature  on  the  problem  of 
managerial  prerogatives  has  been  relatively  plentiful,  the  only  sys- 
tematic analysis  has  been  provided  by  Chamberlain.73  What  emerges 
from  his  analysis  in  this:  (1)  Given  Chamberlain's  conception  of 
the  managerial  function,  each  and  every  union  collective  bargaining 
policy  involves  a  penetration  of  the  function.  (2)  Short  of  the 
espousal  of  value  judgments,  there  is  no  logical  criterion  for  de- 
marcating the  limits  of  union  penetration.  (3)  An  appraisal  of  the 
relevant  historical,  legal,  and  institutional  forces  at  play,  reveals  that 
there  is  no  definite  limit  to  union  penetration.  (4)  The  only  solution 
to  the  problem  is  the  development  of  what  Chamberlain  terms  the 
functional  integration  of  union  and  management  in  the  corporate 
enterprise.  The  necessary  conditions  for  the  successful  consum- 
mation of  such  an  integration  are  clearly  spelled  out  by  Chamberlain. 

There  is  no  question  that  Chamberlain's  analysis  of  the  limits 
of  union  penetration  is  both  logically  impeccable  and  realistically 
accurate.  And  his  thesis  of  functional  integration  flows  consist- 
ently from  his  analysis.  But  the  feasibility  of  such  integration 
is  quite  another  matter.  At  this  juncture  of  the  development  of  col- 
lective bargaining  in  America,  the  basic  attitudes  of  both  unions 
and  management  are  hardly  conducive  to  such  an  integration.  Nor 
are  these  attitudes  fashioned  out  of  thin  air.  They  reflect  conflicting 
interests  and  ideologies — the  two,  incidentally,  being  closely  related. 
Only  to  the  extent  that  these  interests  and  ideologies  change  enough 
in  the  relevant  direction  can  we  expect  the  basic  attitudes  to  be 
receptive  to  the  idea  of  functional  integration.74  Nor  is  it  adequate 
to  argue,  as  Chamberlain  has  implicitly  argued  elsewhere,75  that 
union-management  cooperation  (as  he  defines  the  concept)  may 
well  be  a  prelude  to  the  necessary  remolding  of  attitudes.  For  his 
substantive  assumptions  regarding  the  spread  of  such  cooperation 
are  themselves  questionable.76 

Chamberlains  analysis  of  managerial  prerogatives  cannot  be 
divorced  from  his  other  relevant  writings.77  For  throughout  all  of 
them  there  runs  a  definite  and  clear-cut  philosophy  which  goes  well 
beyond  the  narrow  confines  of  collective  bargaining.  And  while  this 
philosophy  uses  the  collective  bargaining  institution  as  a  spring- 
board, it  embraces  the  broader  socio-economic  scene.  Chamberlain's 
thesis,  stated  in  the  most  simplified  of  terms,  is  essentially  this:  An 
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appropriate  development  of  functional  integration  would  spell  a 
new  type  of  industrial  organization  which  might  well  be  a  con- 
structive alternative  to  collectivism  in  coping  with  the  various  do- 
mestic social  and  economic  problems  confronting  the  American 
polity.  As  yet,  Chamberlain  has  not  shown  just  how  such  an  organ- 
ization would  deal  with  the  problems  involved.  It  might  prove  quite 
fruitful  therefore  if  either  he,  or  someone  sharing  his  viewpoint, 
would  elaborate  the  actual  working  of  such  an  industrial  organiza- 
tion when  confronted  with  the  various  issues  that  are  generated  by 
the  American  socio-economic  engine.  Only  then  could  one  ade- 
quately and  fairly  appraise  the  validity  of  the  thesis. 

THE  OVERALL  VIEW 

During  the  last  decade  or  so  we  have  made  considerable  headway 
in  our  understanding  of  specific  dimensions  of  collective  bargaining 
— growth,  procedures,  etc.  The  amount  of  descriptive  material,  both 
statistical  and  literary,  has  swelled.  Attempts  to  explain  the  deter- 
mining factors  of  particular  aspects  of  the  institution  have  increased 
appreciably.  And  some  beginning  has  even  been  made  to  account 
for  the  impact  of  particular  components  of  collective  bargaining. 
But  despite  all  that  progress,  considerable  work  remains  before  we 
have  a  truly  constructive  understanding  of  the  various  areas;  and  in 
some  areas  the  task  before  us  is  little  short  of  formidable. 

So  much  for  this  fragmentized  view  of  collective  bargaining.  It 
now  becomes  appropriate  to  examine  the  institution  as  a  whole  and 
to  raise  this  question:  Is  it  feasible  to  elaborate  a  general  model  or 
framework  in  terms  of  which  collective  bargaining  can  be  more  con- 
structively understood  with  regard  to  determinants?  That  is,  can 
we  develop  a  meaningful  theory  of  collective  bargaining?  The  stand 
taken  here  is  that  we  can.  Such  a  theory,  it  is  important  to  note, 
should  not  be  looked  upon  as  an  intellectual  handbook  in  which  the 
practitioner  will  be  able  to  find  ready-made  answers  for  every  spe- 
cific problem  that  he  encounters.  Whatever  the  practitioners  may 
yearn  for  and  believe,  such  is  not  the  function  of  theory  either  in  this 
field  or  any  other.  What  a  theory  of  collective  bargaining  should  be 
able  to  accomplish  is  to  facilitate  and  accelerate  the  search  for 
answers  to  particular  practical  problems  in  specific  areas  of  col- 
lective bargaining.  The  theory  should  provide  us  with  broad  guide- 
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posts  that  will  point  in  accurate  directions  for  finding  answers  to 
problems.  The  theory  should  be  an  instrument  with  which  we  can 
induce  the  facts  to  reveal  their  secrets,  just  as  Harvey's  theory  of  the 
circulation  of  the  blood  enabled  medical  research  to  open  doors 
that  would  otherwise  have  been  forever  shut.  Such  a  theory  of  col- 
lective bargaining  should  comprise  two  basic  parts :  ( 1 )  A  detailed 
and  operational  analysis  of  each  of  the  independent  variables  that 
enters  into  the  framework — the  anatomy  of  the  model.  (2)  A 
detailed  and  operational  analysis  of  the  interaction  of  these  variables 
— the  physiology  of  the  model.  Up  to  the  present,  no  such  theory  has 
been  elaborated,  although  one  can  point  to  the  beginning  of  such 
a  framework  in  the  work  of  a  number  of  scholars.78 

As  a  crude  starting  point,  it  is  submitted  that  the  independent 
variables  in  the  theoretical  model  can  be  developed  somewhat  along 
these  lines:  technical  factors  (cost  structure,  physical  aspects  of 
work,  size  of  firm,  etc. ) ;  marketing  factors  ( structure  of  the  product 
market,  variations  in  demand,  etc. )  administrative  organization  and 
pressures  in  the  union  and  managerial  units;  political  organization 
and  pressures  in  the  union;  leadership  (union  and  management); 
legal  forces;  the  relevant  axis  of  historical  orientation  (so-called  tra- 
dition). While  these  factors  are  often  interrelated  in  practice,  they 
warrant  separate  classification  because  they  are  conceptually  dis- 
tinct.79 Furthermore,  it  can  be  shown  that  other  factors  which  one 
might  adduce  can  be  traced  back  conceptually  to  one  or  more  of 
the  above  elements,  notably  in  the  long  run.  Finally,  it  goes  without 
saying  that  the  anatomy  of  the  model,  which  would  ultimately  con- 
tain a  complete  analysis  of  each  of  the  variables,  can  even  now  draw 
with  profit  on  work  already  done  in  other  areas — union  structure 
and  government,  managerial  organization,  etc. 

Once  the  anatomy  of  the  model  is  complete,  we  could  focus  our 
attention  on  the  patterns  of  interaction  of  the  variables.  A  thorough 
analysis  of  this  interaction  would  bring  out  clearly  the  relative  weight 
of  each  of  the  variables  in  determining  given  results.  That  would  do 
much  to  resolve  the  debate  on  the  respective  merits  of  frameworks 
emphasizing  so-called  structural  forces  ( economic  factors,  technical 
factors )  and  those  stressing  so-called  human  relations  factors  ( com- 
munications, inter-personal  relations).80  For  the  model  here  sug- 
gested would  show  that  the  relative  importance  of  each  of  these  sets 
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of  forces  ( both  of  which  are  reflected  in  the  variables  listed  above ) 
will  vary  with  the  problem  being  explored.  For  instance,  it  may  well 
be  true  that  the  structural  forces  are  considerably  more  important 
than  the  human  relations  forces  in  explaining  seniority  policies.  But 
it  hardly  follows  that  a  model  of  collective  bargaining  should  omit 
these  human  relations  forces.  For  in  many  another  problem  they  are 
far  from  negligible  as  a  determining  force — grievance  patterns  at 
the  plant  level  are  a  case  in  point. 

The  usefulness  of  the  approach  here  suggested  can  be  further  il- 
lustrated by  reference  to  the  matter  of  history  as  a  determining  force 
in  collective  bargaining  policies  and  practices — what  we  have 
termed,  the  axis  of  historical  orientation.  Few  and  far  between  are 
the  studies  that  will  fail  to  allude  to  the  historical  development  of 
a  given  policy  as  an  explanation  for  its  current  status;  and  such 
allusion  is  hardly  the  exclusive  prerogative  of  the  Wisconsin  school. 
But  these  references,  in  and  of  themselves,  are  of  relatively  little 
pragmatic  value.  For  what  we  have  to  know  is  how  important  this 
variable  is  in  relation  to  other  variables  in  determining  a  given 
result.  We  have  to  know  just  what  kind  of  pressures  must  obtain  to 
overcome  historical  inertia.  Or  to  state  it  more  precisely:  Given  a 
certain  historical  orientation,  what  values  must  be  assumed  by  the 
other  independent  variables  in  the  model  to  induce  a  new  direction? 
Now,  only  by  elaborating  a  model  in  which  the  patterns  of  inter- 
action of  the  variables  are  clearly  spelled  out  can  we  hope  to  come 
to  grips  with  that  kind  of  question. 

The  pattern  of  interaction  in  the  model  here  suggested  must  be 
formulated  in  manner  to  account  for  the  fact  that,  not  infrequently, 
different  values  of  the  same  independent  variable  will  be  associated 
with  identical  or  similar  values  of  the  dependent  variable.  We  have 
already  encountered  an  example  of  that  when  dealing  with  the 
character  of  the  union-management  relationship  (see  above  p.  45). 
The  model  must  recognize  that  the  role  of  any  independent  variable 
cannot  be  properly  understood  without  reference  to  the  value  of 
that  variable  and  the  values  of  the  other  independent  variables  in 
the  given  situation.  This  implies  that  the  formulation  must  allow  for 
each  independent  variable  to  be  measured  along  something  like  a 
continuum,  so  that  the  interaction  of  different  values  of  each  of  the 
variables  can  be  thoroughly  explored.  Nothing  in  the  preceding  re- 
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marks  is  designed  to  imply  that  such  an  approach  is  simple  to  devise, 
let  alone  test.  But  one  thing  is  clear:  Unless  we  are  conscious  of  the 
need  for  such  an  approach,  it  will  never  be  tried  and  therefore  never 
devised.  And  yet  such  an  attempt  seems  almost  a  sine  qua  non.  For 
one  of  the  glaring  weaknesses  in  much  of  the  analytic  work  in  the 
field  is  precisely  the  dominant  failure  to  attempt  an  explanation  of 
the  patterns  of  interaction  among  the  relevant  variables. 

The  model  here  suggested  should  also  bring  into  explicit  focus  the 
matter  of  the  time  dimension.  The  short-  and  long-run  time  concepts 
will  have  to  be  defined  with  considerably  more  operational  clarity 
than  now  prevails.  Moreover,  they  should  be  related  to  some  element 
(or  elements)  of  the  collective  bargaining  picture  rather  than  to 
straight  calendar  time.  But  once  appropriately  conceptualized,  the 
time  dimension  should  prove  a  most  useful  device.  To  illustrate:  (1) 
Some  of  the  independent  variables  may  well  display  a  clear-cut 
tendency  to  be  more  important  in  the  short  run  than  the  long  run, 
and  vice  versa.  For  instance,  union  leadership  may  be  more  impor- 
tant in  explaining  the  short-run  growth  of  collective  bargaining  than 
in  accounting  for  the  long-run  patterns.  (2)  The  actual  values  of 
some  of  the  independent  variables  may  follow  a  definite  trend  in 
most  instances.  It  may  well  be  that  over  the  long  pull  managerial 
leadership  gradually  increases  its  acceptance  of  collective  bargain- 
ing. Or  again,  it  may  well  be  that  in  the  long  run  authority  and 
power  within  the  union  become  significantly  more  centralized. 

Methodology.  While  too  much  emphasis  on  methodolgy  in  any 
field  will  divert  valuable  resources  from  the  proper  pursuit  of  the 
substantive  issues,  too  little  emphasis  will  lead  to  misdirected  re- 
search. If  anything,  collective  bargaining  research  has  been  charac- 
terized by  too  little  emphasis  on  the  formulation  of  general  objec- 
tives and  approaches.  A  few  comments  on  methodology  are  therefore 
in  order  here. 

Since  collective  bargaining  is  an  applied  field,  its  focus  must  be 
pragmatic.  Research  must  concentrate  on  the  practical  problems 
that  obtain.81  But  there  is  more:  The  goal  of  research  should  be 
solutions  that  are  workable  rather  than  perfect;  since  the  search  for 
perfection  may  be  so  time  consuming  that  when  it  is  found — if  ever 
— the  problem  with  which  it  was  designed  to  cope  will  have  become 
of  purely  historical  interest.  For  in  the  absence  of  workable  guide- 
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posts  from  the  scholar,  the  practitioner  will  not  sit  idly  by  and  allow 
the  problem  to  fester  until  the  researcher  has  provided  him  with 
perfect  guideposts;  the  practitioner  will  proceed  with  his  own  solu- 
tion. In  isolated  instances,  to  be  sure,  the  practitioner's  independent 
solution  is  superior  to  anything  that  the  researcher  could  contribute. 
But  in  the  vast  majority  of  cases  it  is  bound  to  be  less  constructive 
for  it  is  based  on  less  knowledge  and  less  analytic  use  of  that  knowl- 
edge. All  this  is  not  to  argue  that  collective  bargaining  research 
should  disregard  precision  in  its  conceptual  frameworks  and  caution 
in  its  empirical  explorations.  Quite  the  contrary.  But  it  is  to  argue 
that  the  researcher  must  strike  a  proper  balance  between  analytic 
perfection  and  practical  necessity.  He  must  be  able  to  exercise  good 
judgment  in  deciding  when  further  precision  would  add  less  to 
the  solution  of  the  problem  than  to  analytic  niceties.  He  must,  in 
brief,  have  a  feel  for  what  is  crucial  and  what  is  secondary  in  the 
hard  facts  of  reality.  Clearly  the  methodological  approach  here 
espoused  entails  the  risk  that  more  than  one  researcher  will  fall  into 
the  trap  of  practical  sloppiness;  some,  in  fact,  already  have.  But  such 
a  risk  is  unavoidable  if  we  are  to  exploit  to  the  fullest  the  pragmatic 
potential  of  collective  bargaining  research.  For  the  alternative  is  to 
make  our  findings  valuable  only  for  scholarly  librarians. 

Granted  that  we  are  dealing  with  an  applied  field  in  the  area  of 
social  relations,  we  should  draw  more  heavily  than  we  have  on  the 
theoretical  concepts  in  some  of  the  basic  fields — psychology,  sociol- 
ogy, economics.  Such  borrowing  would  facilitate  our  work  in  formu- 
lating analytic  frameworks.  Furthermore,  our  own  findings  could  then 
be  more  easily  fed  back  to  the  theoretical  frameworks  of  the  relevant 
basic  disciplines,  which  should  contribute  substantially  to  their  en- 
richment. A  case  in  point  of  what  we  are  referring  to  is  the  matter 
of  so-called  pattern  bargaining.  Research  in  this  segment  of  the  field 
has  proceeded  with  almost  complete  disregard  for  the  useful  analytic 
tool  provided  by  reference  group  theory  in  sociology.  This  neglect 
on  our  part  has  meant  more  than  unnecessary  duplication  of  effort 
and,  therefore,  a  slower  pace  of  progress;  it  has  entailed  a  failure  to 
include  in  our  frameworks  some  significant  variables  of  which  the 
reference  group  theory  would  have  made  us  vividly  aware.  Now, 
there  are  of  course  many  problems  to  which  we  address  ourselves  for 
which  the  basic  social  sciences  can  offer  us  no  tools  of  analysis.  In 
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those  instances  we  must  necessarily  forge  our  own  theoretical  instru- 
ments. But  what  we  are  emphasizing  here  is  something  else:  The  far 
too  great  neglect  of  tools  that  do  exist  in  psychology,  sociology,  eco- 
nomics, which  would  be  useful  to  us,  not  to  mention  the  immense 
benefit  for  the  social  sciences  flowing  from  such  cross-fertilization. 
And  there  is  this  further  point  to  keep  in  mind:  Where  tools  have 
already  been  forged  by  the  relevant  basic  discipline — say,  psychol- 
ogy— and  we  nevertheless  attempt  to  fashion  our  own  tools  in  that 
area,  we  are  running  grave  scientific  risks.  For  as  J.  M.  Clark  so  aptly 
phrased  a  similar  problem  almost  four  decades  ago: 

If  the  economist  borrows  his  conception  of  man  from  the  psychologist, 
his  constructive  work  may  have  some  chance  of  remaining  purely  eco- 
nomic in  character.  But  if  he  does  not  he  will  not  thereby  avoid  psy- 
chology. Rather  he  will  force  himself  to  make  his  own,  and  it  will  be  bad 
psychology.82 

Strictly  controlled  experiments  in  collective  bargaining  research 
are  obviously  out  of  the  question.  That  should  not,  however,  deter 
us  from  looking  for  circumstances  which  come  as  close  to  a  con- 
trolled situation  as  possible.  While  these  are  not  easy  to  come  by, 
they  exist  and  should  therefore  be  sought  out  by  the  researcher.  To 
illustrate:  There  are  cases  available,  say  at  the  bargaining  unit  level, 
where  only  a  few  of  the  crucial  variables  have  changed  with  the 
passage  of  time.  Here  the  isolation  and  analysis  of  the  role  of  the 
determining  forces  is  obviously  simpler  than  in  cases  where  all  the 
relevant  variables  have  undergone  change  in  the  given  time  period. 
Again,  one  not  infrequently  finds  two  units  (plant,  firm)  that  have 
similar  characteristics  except  for  a  few  of  the  relevant  variables, 
thus  enabling  us  to  glean  some  constructive  insights  into  the  role  of 
these  variables;  different  plants  of  the  same  corporation  organized 
by  the  same  international  union  can  sometimes  meet  these  quasi- 
controlled  conditions. 

We  should,  of  course,  aim  at  the  quantification  of  all  our  formu- 
lations. But  that  will  not  be  feasible  for  a  long  time,  if  ever;  for 
there  are  certain  variables  that  will  perhaps  never  lend  themselves 
to  quantification  even  with  the  more  refined  sociometric  tools  now 
being  developed.  But  wherever  feasible,  quantitative  approaches 
should  be  used;  and  where  not  feasible,  the  concepts  should  at  least 
be  framed  in  operational  terms.  One  of  the  important  methodological 
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weaknesses  of  much  of  the  research  in  the  field  has  been  the  failure 
to  formulate  operational  concepts  even  of  the  non-quantitative 
variety.  The  result  has  been  vagueness  and  ambiguity  which  has 
added  tomes  to  the  library  stacks  but  relatively  little  to  our  sys- 
tematic understanding  of  the  phenomena  studied. 

The  individual  case  study,  based  on  exhaustive  in-plant  observa- 
tions, is  still  very  much  needed.  For  such  studies,  properly  executed, 
can  provide  us  with  the  necessary  clues  needed  for  the  formulation 
of  constructive  models  or  frameworks,  not  to  mention  the  data  they 
provide  for  testing  models  that  already  exist.  Again,  the  need  for 
quasi-controlled  situations  also  compels  us  to  turn  to  the  case  study, 
as  shown  above  (p.  55).  Furthermore,  even  with  workable  and 
tested  models  available,  the  case  study  is  useful  in  cautioning  the 
practitioner  against  a  slavish  and  rigorous  application  of  the  guide- 
posts  provided  by  the  models.  Finally — and  this  is  of  no  small 
moment  for  the  academician  who  takes  his  teaching  seriously — the 
case  study  method  is  a  most  fruitful  pedagogical  device.  The  real 
danger  of  research  by  the  case  method  is  not  the  method  as  such, 
but  the  way  it  is  used.  For  far  too  much  of  the  research  that  has 
gone  under  that  name  has  been  nothing  but  a  series  of  superficial 
and  descriptive  running  accounts  with  no  sharp  focus,  and  some- 
times with  no  focus  at  all.  What  we  have  to  guard  against,  therefore, 
is  not  the  use  of  the  method,  but  its  abuse. 
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WAGE    DETERMINATION    IN 
THEORY   AND    PRACTICE 

BY    MELVIN    W.    REDER* 


This  chapter  aims  at  providing  a  critical  summary  of  the  theories 
of  wage  structure  that  have  been  developed  since  World  War  II. 
Wage  structure  is  a  generic  concept  applied  to  analyses  of  the  inter- 
relation among  different  wage  rates,  and  is  distinguished  from  wage 
level  which  refers  to  analyses  in  which  abstraction  is  made  from  dif- 
ferences among  wage  rates.  In  reality,  changes  in  wage  levels  and 
wage  structure  are  inseparable,  but  we  shall  concentrate  attention 
upon  the  latter,  considering  wage  levels  only  when  absolutely  neces- 
sary. To  focus  attention  further  we  shall  confine  our  argument  to 
differences  in  the  average  wage  rates  paid  by  different  firms,  ab- 
stracting both  from  differences  in  the  skill  mix  and  from  variations 
in  the  internal  wage  structures  of  the  firms  studied. 

I  have  attempted  to  discuss  the  relation  between  theory  and  fact 
rather  than  to  recount  who  said  what.  Section  I  contains  more  dog- 
mengeschicte  than  may  be  pleasing  to  the  reader's  taste,  but  there- 
after I  have  tried  to  stick  to  issues  of  substance. 

WAGES  AND  THE  THEORY  OF  THE  FIRM 

The  events  of  the  1930's,  both  in  the  realm  of  ideas  and  of  prac- 
tical affairs,  greatly  transformed  the  theory  of  wages.  Hicks'  The 
Theory  of  Wages,1  which  appeared  in  1932,  argues  for  the  most  part 
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as  though  wage  rates  were  determined  ( in  the  long  run ) 2  by  market 
forces  acting  under  pure  competition.  The  modifications  required 
by  the  existence  of  unions  and  government  wage  regulations  were 
duly  noted  and  analyzed,  but  were  treated  as  "complications  of 
reality/'  rather  than  as  grounds  for  abandoning  outright  the  market 
theory  of  wage  determination. 

However,  the  fact  of  persistent  unemployment  and  the  Keynesian 
revolution,  which  constituted  its  formal  introduction  to  academic 
economics,  soon  made  such  an  account  of  wage  determination  seem 
hopelessly  anachronistic.  The  persistently  high  level  of  unemploy- 
ment in  virtually  all  sectors  of  the  economy  made  any  market  ex- 
planation of  wage  determination  completely  unacceptable  for  the 
short  run,  and  long-run  theorizing  simply  went  out  of  fashion.  Since 
unemployment  was  coexisting  with  positive  wage  rates,  nonmarket 
forces  had  to  be  posited  to  explain  why  they  ( the  wage  rates )  did 
not  fall;  union  resistance  was  an  obvious  and  often  accepted  explana- 
tion. But  it  was  not  the  only  possible  explanation:  individual  worker 
(psychological)  resistance  to  wage  cuts  because  of  a  "money  illu- 
sion" would  serve  equally  well.  However,  most  economic  theorists 
were  not  fussy  about  which,  if  either,  of  these  explanations  was  ac- 
cepted. They  were  (rightly)  convinced  that  there  was  no  necessary 
connection  between  the  existence  of  unemployment  and  declines  in 
money  wages,  but  did  not  bother  to  explore  the  implications  of  this 
conviction.  Instead,  they  investigated  the  effects  of  money  wage 
changes  upon  the  amount  of  employment  offered,  treating  wage  rates 
themselves  as  exogenous  (i.e.  unexplained)  variables.3 

In  short,  in  the  late  1930s  and  early  1940s,  the  accepted  view  of 
wage  determination  implied  that  the  effect  of  variations  in  labor 
supply  upon  wage  rates  was  nil,  as  wage  rates  were  protected  by 
the  dyke  of  union  wage  policy,  or  by  something  else  that  had  the 
same  effect.4  Increases  in  product  demand  might  affect  wage  rates 
(in  this  theory),  but  only  by  making  it  more  profitable  for  the  em- 
ployer to  yield  higher  wages  (than  before)  either  to  avoid  a  strike 
and/or  to  alleviate  worker  discontent. 

Thus  labor  supply  was  divorced  from  wage  determination.  Labor 
demand  had  a  somewhat  different  fate.  Economists  not  specially 
concerned  with  labor  markets  continued  to  assume  that  the  demand 
curve  for  labor — both  for  the  economy  and  for  the  individual  firm — 
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was  determinate  and  negatively  inclined. 

However,  many  labor  economists  had  always  been  perturbed  by 
the  idea  that  increasing  the  wage  rate  tended  (cet.  par.)  to  reduce 
the  amount  of  labor  hired  by  a  single  firm.  Before  the  1930s,  this 
intellectual  discomfort  had  often  been  expressed  by  overt  attacks 
upon  orthodox  economics.  But  since  then,  developments  in  the 
theory  of  the  firm  and  market  have  made  it  possible  to  assert 
virtually  anything  about  the  relation  between  factor  prices  and 
factor  employment  (for  either  a  single  firm  or  group)  without  in 
any  way  contradicting  accepted  theory. 

The  displacement  of  pure  competition  as  a  widely  applicable 
model  was  not,  of  itself,  seriously  destructive  of  the  theory  of  factor 
demand  (or  marginal  productivity  theory,  as  it  is  usually  called). 
But  certain  of  its  extensions  were:  for  example,  the  existence  of 
oligopoly  together  with  kinked  ( imagined )  product  demand  curves 
implied  that  the  demand  curve  of  a  firm  for  labor  ( or  any  factor  of 
production)  would  have  a  discontinuity  at  the  existing  product  price 
so  that  the  wage  rate  could  be  raised  somewhat  without  causing  a 
decline  in  employment.5  The  widespread  belief  that  this  type  of 
situation  was  common  had  the  effect  of  eroding  the  content  of  the 
theory  while  preserving  its  formal  shell.  That  is,  if  oligopoly,  oligop- 
sony, and  so  on,  are  of  common  occurrence,  virtually  any  type  of 
response  in  factor  utilization  may  result  from  any  type  of  variation 
in  factor  prices  depending  upon  what  happens  to  the  imagined  de- 
mand functions  and  reaction  functions.  As  economic  theory  has  thus 
far  been  unable  to  impose  any  effective  restrictions  upon  the  forms 
of  these  functions,  anything  is  possible  depending  upon  some  func- 
tions whose  properties  must  be  investigated  case  by  case;  this  is 
perilously  close  to  having  no  theory  at  all. 

However,  the  attack  on  marginal  productivity  theory  came  from 
without  as  well  as  from  within.  A  number  of  economists  challenged 
the  very  assumption  of  economic  rationality  (i.e.  profit  maximiza- 
tion) upon  which  rests  the  theory  of  the  firm's  demand  for  factor 
services.6  Although  this  attack  began  before  World  War  II,  the  more 
important  contributions  were  made  between  1945  and  1950.  The 
principal  contentions  of  the  anti-marginalists  are:  (1)  in  modern 
industrial  plants,  employers  cannot  effectively  estimate  the  marginal 
(physical)  products  of  the  various  factors  and  therefore  are  unable 
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to  equate  marginal  revenue  products  to  marginal  costs;  (2)  that  in 
managing  human  resources,  concern  with  the  welfare  of  employees 
inhibits  profit  maximization;  (3)  employers  do  not  consistently  seek 
to  maximize  profits,  but  have  other  objectives  such  as  desire  for  a 
quiet  life,7  for  social  approbation  as  a  generous  employer,  to  retain 
control  of  the  firm;  (4)  employers  are  constrained  by  financial8  as 
well  as  technological  factors  and  changes  in  the  former  will  alter  the 
factor  quantities  hired  (at  any  given  set  of  factor  and  product 
prices  and  with  any  given  production  function),  thereby  invalidat- 
ing the  marginal  productivity  theory  as  an  explanation  of  factor 
demands  by  the  individual  firm.9 

To  the  first  of  the  above  contentions,  Machlup  replied  by  arguing 
that  the  empirical  findings  on  which  it  was  based  could  be  reconciled 
with  the  hypothesis  that  the  employers  were  rational  (i.e.  profit- 
maximizers )  .10  The  other  contentions  were  not  countered  directly, 
or  were  even  conceded.11  This  does  not  mean  that  the  defenders  of 
theoretical  orthodoxy  have  surrendered;  far  from  it. 

What  has  happened  is  that  the  defenders  of  neoclassical  price 
(and  wage)  theory  have  developed  a  pragmatic  argument  which  by- 
passes disputes  about  the  realism  of  assumptions.  This  argument 
involves  an  attack  upon  the  whole  theory  of  monopolistic  competi- 
tion and  in  particular  those  aspects  of  it  that  have  led  the  theory  of 
the  firm  to  empirical  impotence  and/or  complete  rejection.12  The 
objective  of  these  writers  is  to  reinstate  pure  competition  as  the 
model  of  the  typical  situation  in  the  economy.  It  is  not  alleged  that 
pure  competition  would  be  a  precise  description  of  the  behavior  of 
many  firms,  but  it  is  argued  that  the  behavior  of  product  and  factor 
prices,  profits,  outputs  produced,  and  factor  quantities  used  is  such 
that  it  is  consistent  with  the  hypothesis  that  the  firms  involved  be- 
haved as  though  they  were  pure  competitors.13 

Now  it  is  not  contended  that  individual  firms  may  be  treated  as 
pure  competitors  for  every  analytical  purpose,  but  only  for  certain 
ones.  For  example,  most  products  are  advertised,  sold  on  a  number 
of  terms  ( e.g.  credit  terms,  guarantees,  delivery  charges )  in  addition 
to  their  nominal  price;  packaged  in  a  variety  of  ways  ( prices  varying 
with  the  package),  and  so  forth.  If  an  economist  is  interested  in 
explaining  why  one  firm  offers  one  particular  combination  of  price, 
packaging,  service  guarantee,  and  another  firm  offers  some  other 
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combination,  the  hypothesis  of  pure  competition  will  not  be  very 
fruitful.  However,  for  the  purpose  of  studying  the  inter-relations 
among  wage  rates,  other  factor  prices,  product  prices,  quantities  of 
factor  units  used,  and  rate  of  output,  it  is  useful  to  assume  that  firms 
are  managed  by  single-minded  successful  competitive  profit  maxi- 
mizers,  constrained  only  by  the  limits  of  technical  knowledge. 

The  firm  implied  by  this  type  of  argument  is  a  theoretical  con- 
struction. Its  characteristics  are  not  alleged  to  bear  any  particular 
resemblance  to  those  of  any  one  firm,  or  even  of  a  representative 
firm.  To  the  argument  that  the  attributes  of  a  purely  competitive  firm 
(as  defined  in  a  model)  are  inconsistent  with  the  observed  char- 
acteristics of  most — or  all — actual  firms,  the  appropriate  answer 
would  be  "construct  some  other  model  of  the  firm  which  yields  the 
same  (allegedly  correct)  implications  concerning  observed  prices 
and  quantities,  but  which  has  more  satisfactory  implications  regard- 
ing the  behavior  of  individual  firms,14  and  we  will  accept  it"  (It 
is  considerably  easier  to  issue  this  challenge  than  to  meet  it.) 

On  this  view,  the  individual  firm  is  not  really  a  primary  object 
of  economic  research;  the  firm  is  an  analytical  construction  in- 
troduced only  for  expository  convenience.  Hence,  complicating  the 
theory  by  introducing  realism  via  monopolistic  competition,  kinked 
oligopoly  demand  curves,  and  non-profit  objectives  is  to  misunder- 
stand the  role  of  the  firm  in  economic  theory.  If  the  theory  of  the  firm 
cannot  yield  unambiguous  and  practically  testable15  implications 
concerning  (inter  alia)  the  effect  of  price  changes  upon  factor 
quantities  used,  then  it  should  be  scrapped  in  toto. 

Of  course,  it  is  not  alleged  that  all  market  situations  are  consistent 
with  the  hypothesis  of  pure  competition;  there  are  monopolies.16 
The  behavior  of  monopolies  must  be  explained  by  an  hypothesis 
concerning  the  behavior  of  the  individual  firm.  Monopolies  and  pure 
competitors  exhaust  the  field;17  the  monopolistic  competitors,  oligo- 
polists, etc.  who  inhabit  the  conceptual  world  of  most  contemporary 
economists  are  left  without  standing  room. 

This  theoretical  argument  has  implications  for  the  theory  of  labor 
supply,  as  well  as  labor  demand.  For  it  is  argued  that  the  supply  of 
labor  is  determined  by  purely  competitive  households,  and  that 
wage  rates  are  determined  as  though  the  assumptions  on  both  the 
supply  and  demand  sides  of  the  market  were  descriptively  accurate. 
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This  implies  that  unions  have,  at  most,  only  a  relatively  small 
influence  upon  wage  rates,  and  may  be  neglected  in  studying  the 
economy  as  a  whole.18 

In  other  words,  a  specific  hypothesis  is  offered  concerning  the 
determination  of  relative  wage  rates  and  the  allocation  of  labor  in 
an  economic  system:  the  relevant  variables  will  behave  as  though 
they  were  determined  by  a  purely  competitive  system  of  general 
equilibrium  in  which  labor  was  one  or  a  number  of  distinct  factors 
of  production  and  the  various  wage  rates  were  their  respective 
prices.19  Let  us  call  this  the  hypothesis  of  pure  competition  or,  for 
short,  the  competitive  hypothesis.  Before  appraising  the  competitive 
hyo thesis,  let  us  briefly  clarify  certain  crucial  concepts. 

Consider  labor  quantity:  in  economic  theory  we  define  the  quantity 
of  labor  service  in  terms  of  man-hours  used20  and  require  that  the 
man-hours  be  homogeneous  from  the  viewpoint  of  the  employer,  if 
they  are  to  be  considered  as  different  units  of  the  same  factor.21  If 
the  man-hours  cannot  be  treated  as  homogeneous,  they  are  divided 
into  subclasses  within  which  the  various  man-hours  may  be  con- 
sidered as  homogeneous,  each  subclass  being  treated  as  a  separate 
factor.  The  price  of  a  man-hour  of  labor  is  its  hourly  wage,  and  each 
factor  has  its  separate  price.22  Prices  and  quantities  are,  or  should 
be,  defined  coordinately.  However,  this  is  not  an  effective  way  of 
conceptualizing  the  demand  for  labor. 

A  more  fruitful  conceptual  scheme  is  to  posit  the  existence,  for 
each  employer,  of  a  hiring  preference  function.23  The  function  relates 
the  numbers  of  man-hours  of  labor  employed  (whose  suppliers 
possess  certain  specified  characteristics)  to  the  hourly  wage  rates 
and/or  marginal  expenditures  upon  these  labor  quantities.  The  char- 
acteristics of  the  suppliers  may,  in  principle,  be  anything.  However, 
in  practice,  they  are  likely  to  consist  mainly  of  the  following:  age, 
years  of  schooling,  sex,  job  experience,  health,  and  (for  skilled  or 
professional  jobs)  specific  training.  We  may  treat  persons  having 
identical  or  similar  scores24  on  all  of  the  personal  characteristics 
relevant  to  a  particular  employer's  hiring  decisions  as  being  units 
of  the  same  factor  (for  that  employer). 

Depending  upon  his  output  plan,  and  the  prices  of  the  nonlabor 
factors,  the  employer  will  offer  a  specific  number  of  jobs  of  each 
of  a  variety  of  different  kinds  with  an  hourly  wage  attached  to  each 
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job.  (A  job  is  defined  in  terms  of  a  variety  of  characteristics  which, 
for  the  sake  of  simplicity,  we  may  think  of  as  those  which  define  a 
job  in  a  system  of  job  evaluation. )  The  firm's  employment  decisions 
involve  a  mutual  adjustment  of  jobs,  personnel,  and  wage  rates  so 
that  if  there  is  a  change  in  the  labor  market  situation  for  a  particular 
factor  such  that  its  price  rises,  the  employer  will  tend  either  to 
accept  workers  for  a  given  job,  who  are  cheaper  but  score  lower  on 
some  or  all  characteristics,  or  demand  workers  scoring  higher  but 
whose  differential  cost  has  been  reduced  by  the  rise  in  the  price 
of  the  labor  factor  under  consideration.  That  is,  the  employer  will 
adjust  to  a  changed  labor  market  situation  by  an  adjustment  of  jobs 
to  persons  (and/or  vice  versa)  as  well  as  by  varying  the  wage 
rates  ( or  marginal  expenditures )  paid  for  specific  factors  of  produc- 
tion. Obviously,  the  firm's  skill  requirements  for  specific  jobs  will 
depend  upon  its  technology  and  the  attitude  of  its  management;  the 
more  rigid  an  employer's  hiring  requirements,  the  less  mutual  ad- 
justment of  jobs  and  persons  will  be  possible,  and  the  more  will 
wage  rates  paid  for  persons  with  particular  qualifications  vary  with 
the  state  of  the  labor  market. 

For  this  reason  alone  the  price  of  labor25  cannot  be  identified  with 
the  straight  time  average  hourly  wage  rate  paid  to  the  holders  of 
any  particular  class  of  jobs.  But  there  are  still  other  reasons:  (1)  it 
is  well-known  that  employer  discipline  becomes  more  effective  ( and 
hourly  productivity  higher)  when  the  labor  market  loosens,  and  vice 
versa.26  Therefore  the  characteristics  of  the  physical  production 
function  vary  to  some  extent  with  the  state  of  the  labor  market.27 
(2)  There  is  usually  some  specific  training  required  on  the  job 
which  implies  that  some  time-varying  from  one  job  to  another — 
must  elapse  before  a  new  worker  reaches  normal  efficiency.  To  this 
must  be  added  the  clerical  and  other  costs  of  adding  new  workers 
to  the  firm's  payroll.  As  a  result,  there  is  usually  a  difference  between 
the  hourly  rates  paid  to  starters  and  those  paid  to  workers  who  have 
been  employed  for  a  longer  period.  However,  this  difference  would 
not  seem  adequate  to  compensate  for  the  difference  in  produc- 
tivity, as  employers  obviously  reserve  jobs  for  their  present 
employees  from  one  week  to  the  next,  except  when  they  are 
clearly  dissatisfied  with  the  employee's  services.  Conversely,  em- 
ployees do  not  usually  wish  to  change  jobs — in  the  absence  of 
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cause — because  they  fear  loss  of  seniority  and  related  benefits  that 
accrue  with  length  of  service  as  well  as  having  to  accept  a  starter's 
wage  on  a  new  job.  This  creates  a  certain  degree  of  bilateral 
monopoly  in  employer-employee  relations  which  provides  an  area 
for  the  operation  of  nonmarket  forces.  (See  pp.  76-77). 

Hiring  policies  and  changes  therein  are  more  important  in  analyz- 
ing skill  differentials28  than  interfirm  differentials.  However,  hiring 
policies  are  of  some  relevance  here  also — especially  in  studying  the 
effects  of  unionism  upon  wages. 

THE  COMPETITIVE  HYPOTHESIS  AND  ITS   CRITICS 

The  disagreement  between  the  defenders  of  the  competitive  hy- 
pothesis and  those  who  reject  it  reflects,  in  good  part,  a  difference  in 
viewpoint.  Students  of  labor  problems  are  often  concerned  with  the 
process  by  which  wages  are  set;  e.g.  they  are  concerned  with  the 
effect  one  collective  bargaining  agreement  has  upon  another  signed 
soon  after;  how  temporary  product  market  situations  influence  the 
terms  employers  offer  unions,  or  how  internal  union  politics  influence 
union  demands. 

On  such  questions  as  these,  the  competitive  hypothesis  has  little  to 
say.  Indeed,  this  hypothesis  should  be  interpreted  as  saying  that 
however  wages  are  determined,  their  behavior  will  conform  (to 
what  is  predicted  by  the  hypothesis)  if  enough  time  is  allowed  for 
adjustment.29  So  interpreted,  the  hypothesis  may  be  useful  for 
explaining  long-period  changes  in  wage  structure  within  a  given 
country,  or  for  explaining  differences  among  the  wage  structures  of 
different  countries  or  regions  ( at  a  given  time ) ,  but  it  does  not  help 
an  analyst  of  current  business  conditions  who  wishes  to  know  how 
much  of  an  increase  in  hourly  wages  will  occur  next  month  as  a 
result  of  current  contract  negotiations.  For  this  latter  purpose,  he 
should  usually  study  the  current  bargaining  patterns,  the  political 
climate  for  a  successful  strike,  etc.  and  forget  about  formal  economic 
theory.30 

To  put  the  matter  plainly:  most  wage-making  decisions  are  made 
by  employers  trying  to  conform  to  the  demands  of  a  variety  of 
social,  political,  ethical,  and  union  pressures.  Conscious  profit 
maximization  (or  loss  minimization)  is  operative  only  to  the  extent 
that  it  imposes  rather  broad  limits  upon  the  course  of  action  taken.31 
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But  although  most  decisions  are  made  in  this  way,  it  may  well  be 
that  the  ultimate  results  are  the  same — or  nearly  so — as  though  the 
decisions  had  been  made  by  single-minded  profit-seekers;  see  below, 
pp.  85-86. 

Having  made  clear  that  the  competitive  hypothesis  is  inadequate 
to  explain  wage-setting  decisions  and  their  short-run  inter-relations, 
let  us  consider  some  of  the  more  important  aspects  of  wage  structure 
and  employment  that  the  hypothesis  might  reasonably  hope  to 
explain. 

^Inter-jirinwage  differentials^  If  the  competitive  hypothesis  were 
true,  any  difference  between  the  cost  of  an  hour  of  labor  to  two  dif- 
ferent firms  would  have  to  be  equal  to  the  difference  in  the  value 
of  the  marginal  physical  product  of  the  labor  hired  by  the  two  firms. 
To  attempt  a  test  of  this  statement,  it  is  necessary  to  make  certain 
simplifying  assumptions:  (1)  Let  us  suppose  (what  is  not  always 
true )  that  the  cost  of  an  hour  of  labor  to  a  firm  varies  proportionately 
with  the  straight-time  hourly  wage  rate.  (2)  Because  the  value  of 
labor's  marginal  product  to  different  firms  is  not  known  (even  to 
management),  let  us  suppose  that  superior  quality  of  a  firm's  labor 
force  betokens  a  higher  value  of  marginal  product.32  Manifestly,  one 
cannot  speak  ( in  general )  of  proportional  changes  in  quality .  How- 
ever, if  the  competitive  hypothesis  is  valid,  labor  quality  (among 
firms)  should  at  least  vary  in  the  same  direction  as  wage  rates;  if  it 
does  not,  then  the  competitive  hypothesis  must  be  rejected  as  an 
explanation  of  inter-firm  wage  differentials. 

Now  let  us  consider  the  characteristics  of  actual  wage  structures. 
It  has  been  found  that  in  a  large  number  of  industries  average  hourly 
earnings  tended  to  vary  with  the  size  of  the  firm.33  This  tendency  was 
most  marked  in  industries  where  the  concentration  ratios  (both  for 
value  of  product  and  number  of  employees)  were  quite  high;  in- 
dustries where  variation  of  hourly  earnings  with  the  size  of  the  firm 
was  slight  tended  to  have  low  concentration  ratios.34  It  has  also 
been  found  that,  even  since  1945,  wage  levels  in  steel  fabricating 
have  shown  some  tendency  to  be  lower  for  small  and  unprofitable 
firms  than  for  others.35  Railroads  in  serious  financial  difficulty  have, 
since  1943,  been  permitted  to  settle  for  smaller  increases  than  those 
generally  demanded,  and,  in  the  1920s  and  early  30s,  there  were 
substantial  intercompany  differentials  that  were  related  to  differences 
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in  financial  status.36  Also,  it  is  well-known  that  in  the  service  in- 
dustries, unions  frequently  discriminate  among  employees  on  a 
rough  basis  of  ability  to  pay.37  Thus  the  Building  Service  Unions, 
Hotel  Service  Unions,  Theatrical  Unions,  Musicians'  Union  tend  to 
set  different  wage  scales  for  different  classes  of  establishments;  the 
class  to  which  a  given  establishment  belongs  is  usually  determined 
by  the  size  of  the  hotel,  theatre,  building,  or  restaurant,  where  size 
is  a  fairly  good  indicator  of  ability  to  pay.38  An  association  of  wage 
level  with  plant  size  and  profitability  has  also  been  found  in  paper 
manufacturing.39 

Within  given  cities  a  similar  loose  association  of  firm  size  and/or 
ability  to  pay  has  been  found;  for  example,  Reynolds  reports  that, 
in  New  Haven,  the  high  wage  payers  tended  to  be  large  branch 
plants  of  big  firms.40  Myers  and  Shultz  found  a  similar  wage  struc- 
ture in  a  small  New  England  industrial  city.41  Pierson  found  some 
association  between  average  size  of  establishment  and  both  hourly 
earnings  and  average  annual  earnings  among  different  industries, 
though  not  enough,  in  his  opinion,  to  be  deemed  significant.42 

These  various  studies  are,  of  course,  of  unequal  reliability  and  are 
not  always  comparable  with  one  another.  However,  the  studies  cited, 
the  absence  of  contrary  evidence  (to  the  best  of  my  knowledge)43 
and  the  well-known  fact  that  most  unions  can  and  do  exempt  em- 
ployers from  a  wage  pattern  because  of  inability  to  pay,  suggests 
that  large  firms  pay  higher  than  average  wages  either  in  a  given 
locality  or  in  a  given  industry.44 

The  wage  differentials  we  are  discussing  are  not  of  the  compensat- 
ing variety  which  are  readily  explained  by  the  competitive  hypoth- 
esis. The  high  wages  with  which  we  are  concerned  do  not  offset 
nonpecuniary  disadvantages  of  the  high  wage  jobs,  but  tend  to  be 
associated  with  relatively  favorable  working  conditions.  The  fact 
that  the  high  wage  firms  are  also  desirable  places  to  work  on  non- 
wage  grounds,  is  stressed  by  practically  all  investigators. 

Then  can  we  conclude  that  the  inter-firm  wage  differences  are 
attributable  to  differences  in  labor  quality?  The  answer,  I  think, 
would  be  a  partial  affirmative.  As  Reynolds  and  Taft  put  it,  "In 
many  industries  then,  one  finds  certain  firms  which  are  well  managed, 
efficient,  pay  high  wages,  enjoy  a  superior  labor  force,  have  relatively 
low  unit  costs,  and  earn  good  profits.  An  opposite  syndrome  exists 
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at  the  tail  end  of  the  industry;  low  efficiency,  low  wages,  an  inferior 
labor  force,  high  unit  costs,  and  low  profits."45  However,  they 
(Reynolds  and  Taft)  deny  explicitly  that  these  differentials  are 
required  by  competitive  pressure  in  the  labor  market;  this  view 
is  roughly  the  same  as  Lester's.46  On  the  other  hand,  Hicks  (in  a 
rather  neglected  passage)  argues  that  the  difference  between  the 
marginal  productivities  of  different  grades  of  workmen  is  greater 
to  more  (than  to  less)  efficient  employers;47  if  true,  this  would  help 
explain  the  observed  pattern  of  inter-firm  wage  variations. 

Under  the  best  of  circumstances,  citing  authorities  is  a  poor  sub- 
stitute for  evidence.  This  is  doubly  so,  when  the  authorities  disagree. 
Personally,  I  suspect  that  the  high  wage  firms  are  likely  to  hire 
and  retain  a  disproportionate  share  of  the  preferred  type  of  worker 
(preference  being  exercised  in  terms  of  age,  sex,  education,  race).48 
The  remark  of  Reynolds  and  Taft  quoted  above  would  seem  to  reflect 
a  similar  suspicion.  This  suspicion  is  nourished  by  the  well-known 
fact  that  unpreferred  workers  such  as  women  and  negroes  tend  to 
congregate  in  relatively  low  wage  industries,  but  the  lack  of  detailed 
information  on  intra-industry  covariation  between  wage  rates  and 
employee  characteristics  enjoins  caution. 

Now  let  us  consider  the  evidence  of  inter-temporal  variations  in 
wage  structure.  This  evidence  suggests  that  the  inter-firm  differences 
in  average  hourly  earnings  tend  to  vary  with  the  level  of  unemploy- 
ment, becoming  smaller  in  prosperity  and  greater  in  depression.  This 
could  be  reconciled  with  the  competitive  hypothesis  only  if  it  could 
be  shown  that  the  technological  advantage  to  high  wage  employers 
of  hiring  superior  workers  was  greater  in  depression  than  in  pros- 
perity; I  doubt  that  this  has  been — or  could  be — seriously  argued. 
Accordingly,  evidence  for  the  aforementioned  cyclical  pattern  in 
inter-firm  wage  differentials  is  also  evidence  against  the  competitive 
hypothesis. 

The  evidence  in  support  of  the  cyclical  variability  of  inter-firm 
wage  differences  is  as  follows:  it  was  found  by  the  National  Re- 
sources Committee  that  in  1929-32  there  was  a  tendency  for  average 
hourly  earnings  to  decline  relatively  less  in  industries  that  were 
highly  concentrated  than  in  those  that  were  not.49  This  finding  is 
supported  by  that  of  Rees — based  on  different  data — that  hourly 
earnings  tended  to  decline  less  in  oligopolistic  industries  than  in 
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others  during  the  depressions  of  1920-21  and  1929-33.50  Furthermore, 
the  National  Industrial  Conference  Board  found  that  (in  a  sample  of 
1718  firms,  including  many  large  ones)  the  percentage  decline  in 
wage  rates  from  1929  to  1932  was  smaller  when  the  firms  were 
weighted  by  the  number  employed  than  when  they  were  weighted 
equally.51  (This  implies  that  the  larger  firms  tended  to  cut  wages 
relatively  less  than  others. ) 

However,  some  of  these  findings  are  not  free  from  ambiguity:  (1) 
the  National  Resources  Committee  study  found  that  in  1932-36, 
hourly  wages  rose  relatively  more  in  the  concentrated  industries 
than  in  others.52  (2)  Cullen  has  recently  published  findings  that 
indicate  a  decrease  of  inter-industrial  dispersion  of  annual  earnings 
in  the  1929-33  depression.53  (3)  Dunlop  found  an  association  be- 
tween the  size  of  hourly  wage  reductions  and  the  size  of  product 
price  reductions  in  the  same  industry;  however,  the  National  Re- 
sources Committee  found  no  such  association.54  But,  despite  these 
difficulties,  the  general  tenor  of  the  evidence  is  to  suggest  that  inter- 
firm  wage  differentials  have  increased  during  major  depressions.55 
and  that  this  was  due  ( in  part  at  least )  to  small  firms  reducing  wage 
rates  more  than  large  ones. 

This  conclusion  is  consistent  with  the  substantial  number  of 
reports  that  various  unions  have  made  discriminatory  wage  adjust- 
ments in  accordance  with  ability  to  pay.  Reports  of  this  kind  have 
been  made  concerning  wage  policy  in  textiles,  shoe  manufacturing, 
clothing  manufacturing,  hosiery  manufacturing,  railroads,  iron  and 
steel  production,  and  others.56  These  reports  cover  a  large  part  of  the 
economy,  and  it  appears  to  be  generally  agreed  that  unions  usually 
make  differential  wage  concessions  to  firms  in  financial  difficulties 
— a  fact  which  supports  our  contention. 

The  behavior  of  inter-firm  wage  differentials  in  the  depression  of 
1929-33  would  seem  inconsistent  with  the  competitive  hypothesis. 
However,  the  inadequate  data  on  which  this  judgment  is  based  make 
it  a  tentative  one.  The  behavior  of  these  differentials  during  de- 
pressed periods  is  merely  one  of  a  number  of  difficulties  that  pro- 
nounced unemployment  creates  for  the  competitive  hypothesis; 
see  pp.  80-81.  (The  behavior  of  interfirm  differentials  in  the  full  em- 
ployment situation  prevailing  since  1940  will  be  considered  as  part 
of  our  discussion  of  labor  mobility.) 
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w  Labor  mobility  andjwages.  The  competitive  hypothesis  implies 
that  workers  will  so  move  from  one  job  to  another  as  to  equalize 
the  net  advantages  of  all.  This  would  imply  that  real  incomes  ob- 
tainable on  different  jobs  would,  in  the  long  run,  vary  only  to  the 
extent  required  by  differences  in  ( 1 )  the  cost  of  training,  ( 2 )  com- 
pensation for  different  degrees  of  unpleasantness  of  the  work,  and 
(3)  rents  to  scarce  natural  talents.  As  we  wish  to  abstract  from  skill 
differences  ( 1 )  and  ( 3 )  are  irrelevant,  and  since  it  is  generally  ac- 
cepted that  differences  in  pleasantness  of  working  conditions  tend  to 
parallel  differences  in  wage  rates,  we  may  abstract  from  (2)  also. 
Hence  for  our  present  purpose,  the  competitive  hypothesis  may  be 
taken  to  imply  that  real  incomes  among  jobs  will  tend  to  be  equal. 

The  mechanism  that  is  supposed  to  bring  about  this  equalization 
is  movement  of  workers  from  low  to  high  income  jobs,  and  therefore 
the  competitive  hypothesis  implies  that  job  changers  will  tend  to 
move  from  lower  to  higher  income  jobs.  If  one  considers  fully  em- 
ployed workers,  movement  from  low  to  high  income  jobs  implies 
movement  from  jobs  with  low  (hourly)  wage  rates  to  those  with 
higher  rates.  (However  it  is  rightly  stressed  that  in  the  presence  of 
substantial  unemployment,  workers  may  well  move  from  industries 
or  areas  where  hourly  wages  are  relatively  high  to  where  they  are 
lower. ) 

This  hypothesis  is  compatible  with  the  findings  of  recent  research 
on  labor  mobility,  although  it  might  not  seem  so  at  first  blush. 
This  research  has  stressed  the  undoubted  fact  that  most  workers  are 
strongly  attached  to  their  present  employer,  and  are  not  likely  to 
change  jobs  merely  to  obtain  a  higher  hourly  wage  rate.57  How- 
ever, it  is  not  necessary  that  a  large  fraction  of  the  labor  force 
should  ever  voluntarily  leave  its  jobs,  (or  that  any  of  them  should 
do  so  in  order  to  obtain  higher  incomes )  in  order  that  there  be  net 
movement  of  workers  from  low  to  high- wage  jobs. 

Obviously  workers  who  are  dissatisfied  with  their  jobs  are  more 
likely  to  move  than  others.  Because  jobs  that  are  unsatisfactory  on 
account  of  nonwage  factors  tend  to  be  relatively  low-wage  jobs  also, 
a  disproportionate  number  of  voluntary  resignations  would  be  from 
low  wage  jobs  even  if  no  one  ever  quit  because  of  low  wages.  Then, 
if  job  vacancies  are  a  random  sample  of  the  community's  jobs — or 
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are  not  "too  much"  worse  than  a  random  sample  with  respect  to 
wages — voluntary  job  movements  will  be  toward  higher  wage  jobs.58 

This  does  not  imply  that  in  the  long  run  inter-firm  wage  differen- 
tials will  tend  always  to  diminish.  For  these  wage  differentials  are, 
in  part,  manifestations  of  disequilibrium  resulting  from  economic 
change  and  there  is  no  reason  to  suppose  that  these  forces  are  be- 
coming or  will  become  less  powerful  than  they  have  been  here- 
tofore.59 However,  the  long  term  trends  toward  rural-urban  migra- 
tion and  more  equal  educational  opportunity  should  tend  to  reduce 
secularly  the  relative  supply  of  low-wage  labor  and  hence  reduce 
(noncompensating)  wage  differentials  of  all  kinds. 

Furthermore,  there  are  circumstances  under  which  labor  market 
competition  reduces  interfirm  wage  differentials  in  short  intervals. 
Such  a  set  of  circumstances  would  appear  to  have  arisen  in  the 
United  States  (and  perhaps  the  rest  of  the  world)  since  1940.  That 
is,  there  has  been  a  sharp  increase  in  labor  demand  relative  to  the 
number  of  job  applicants.  This  has  reduced  interfirm  wage  dif- 
ferentials in  the  following  way:  the  reduction  in  the  number  of 
unemployed  job  seekers  relative  to  the  number  of  vacancies  reduced 
the  probable  interval  between  jobs  for  prospective  job  quitters. 
This  tended  to  increase  the  quit  rate,60  as  dissatisfied  workers  became 
more  willing  to  bear  the  (reduced)  risks  of  unemployment.  Faced 
with  the  necessity  of  securing  new  employees  in  a  tight  labor  market, 
the  low-wage  firms  were  compelled  to  raise  wages  and  improve 
working  conditions  in  order  to  fill  vacancies  without  lowering  the 
quality  of  personnel  excessively.61 

This  account  of  what  has  happened  to  the  labor  market  since 
1940  is  consistent  with  the  fact  that  the  dispersion  of  straight-time 
hourly  wage  rates  in  manufacturing  has  diminished  substantially 
since  1941.62  It  also  seems  clear  that  since  1939,  the  inter-industry 
dispersion  of  average  hourly  earnings  has  diminished.63  This  would 
lend  further  support  to  the  hypothesis  that  since  1940,  interfirm 
wage  differentials  have  tended  to  contract.64  In  addition  to  this  over- 
all evidence  there  are  several  reports  of  special  cases  where  labor 
market  competition  has  forced  up  the  wage  rates  of  low-wage  firms 
in  a  manner  consistent  with  our  argument.65 

However,  in  fairness  to  the  reader,  it  should  be  noted  that  many 
(perhaps  most)  labor  economists  would  disagree  with  our  interpreta- 
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tion  of  wage  behavior  since  1940.  They  would  argue  that  union 
pressure  and  government  policy,  at  least  during  the  war  years, 
generated  roughly  equal  cents  per  hour  wage  increases  which  led 
to  a  diminution  in  percentage  interfirm  differentials.  But  it  is  not 
necessary  that  we  deny  that  the  administrative  decisions  to  change 
wage  rates  were  made  under  government  and/or  union  wage 
pressure.  It  suffices  to  argue  that  labor  market  competition  was  work- 
ing in  the  same  direction  and  would  have  produced  roughly  the 
same  result,  even  had  unions  and  governments  not  worked  to 
achieve  it. 

^joges^andirural-urban  migration.  The  course  of  economic  devel- 
opment in  the  past  century  and  a  half  has  been  characterized  by  the 
movement  of  population  from  relatively  low-income  farms  to  higher- 
income  cities;  this  movement  has  involved  international  as  well  as 
internal  migration.  The  secular  direction  of  this  movement  is  con- 
sistent with  the  hypothesis  of  pure  competition,  and  is  what  the 
hypothesis  would  imply. 

However,  this  long-run  movement  has  had  short-period  inter- 
ruptions. For  example,  in  the  early  1930s  net  rural-urban  migration 
in  the  United  States  actually  became  negative  in  one  year,66  and 
throughout  the  1930s  its  level  was  below  that  reached  in  the  more 
prosperous  1920s  and  1940s.  These  short-run  fluctuations  in  migra- 
tion, for  the  most  part,  are  explicable  by  the  hypothesis  that  workers 
migrate  so  as  to  equalize  the  net  advantages  of  living  in  alternative 
places.67  That  is,  in  times  of  depression,  unemployment  so  reduces 
expected  annual  earnings  in  urban  centers  that  the  higher  hourly 
rates  of  pay  obtainable  cease  to  induce  much  ( if  any )  net  migration. 

However,  the  interrelation  of  rural-urban  migration  with  urban 
unemployment  has  suggested  (to  a  number  of  economists )  an  hypoth- 
esis which  is  inconsistent  with  the  competitive  (hypothesis). 
Namely,  in  the  rural  sector  of  the  economy  labor  is  not  used  in  the 
profit-maximizing  quantity,  but  in  larger  amounts.  This  is  because 
a  large  part  of  American  agriculture  ( as  well  as  that  in  other  parts 
of  the  world)  consists  of  family  farms,  whose  members  supply  most 
of  the  labor  used.  And  much  of  this  labor  capacity  is  redundant, 
or  nearly  so  (given  the  productive  techniques  used,  the  prices  of 
complementary  factors,  and  the  scale  of  operations ) ,  with  the  result 
that  its  value  of  the  marginal  product  is  appreciably  less  than  the 
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wage  rate.68  This  is  possible  in  a  family  enterprise  where  labor  is 
rewarded  more  or  less  in  accord  with  its  average  net  value  product69 
rather  than  the  value  of  its  marginal  product. 

This  is  tantamount  to  saying  that  family  farms  are  reservoirs  of 
disguised  unemployment — a  view  that  has  been  frequently  advanced 
in  recent  years.70  On  this  view,  a  sizable  labor  reserve  exists  on 
family  farms  which  is  ready  to  move  cityward  whenever  employment 
opportunities  are  sufficient  to  yield  a  real  income  higher  than  in 
agriculture.71  This  accounts  both  for  the  secular  movement  of  labor 
away  from  agriculture,  and  the  short-run  fluctuations  in  that  move- 
ment. 

But  rural-urban  migration  has  been  proceeding  for  over  a  century. 
Why,  then,  if  labor  does  tend  to  migrate  toward  areas  of  higher  real 
income,  haven't  rural-urban  income  differentials  disappeared,  and 
net  migration  ceased?  In  part,  the  answer  is  that  there  is  an  appreci- 
able excess  of  rural  over  urban  birthrates,  so  that  in  each  generation 
some  migration  would  be  necessary  to  equalize  urban  and  rural  real 
income  per  capita  even  if  relative  earning  opportunities  ( in  rural  and 
urban  environments)  had  remained  the  same  as  in  the  preceding 
generation.72  But  in  addition,  the  income  elasticity  of  demand  for 
agricultural  output  is  less  than  for  the  output  of  urban  industry 
and  services;  therefore  as  per  capita  real  income  rises  the  demand 
for  urban  labor  grows  faster73 — at  given  relative  wage  rates — than 
for  rural,  causing  the  (annual)  earnings74  of  urban  workers  to  rise 
relative  to  rural,  inducing  further  migration. 

The  remarks  we  have  made  about  migration  in  this  section,  and 
about  job  movement  in  the  preceding  one,  refer  to  the  typical 
worker  without  attempting  to  indicate  the  characteristics  of  those 
workers  who  do  change  jobs  and/or  migrate.  Job  changers  and 
migrants  are  the  same  kind  of  person  and  they  are  not  a  random 
sample  of  the  population.  Research  on  labor  mobility  has  found  that 
the  relatively  mobile  workers  have  certain  fairly  definite  char- 
acteristics: they  are  relatively  young;  unmarried;  possess  little  job 
seniority.75  These  findings  could  be  largely  summarized  by  saying 
that  the  typical  worker  acts  to  maximize  his  prospective  income,76 
but  that  he  does  so  subject  to  the  constraints  of  transfer  costs.77  Job 
transfer  costs  are  higher  for  older  workers  with  seniority,  pension 
rights,  and  so  on;  also  for  workers  with  families  who  would  resist 
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change  of  residence.  As  a  result,  the  response  of  workers  to  a  given 
stimulus  of  job  opportunities  is  relatively  greater  among  workers 
with  lower  transfer  costs. 

Unemployment  and  wage  rates.  The  competitive  hypothesis  is 
simply  incompatible  with  more  than  frictional  unemployment.  To 
explain  the  behavior  of  wage  rates  in  an  ordinary  depression,  let 
alone  the  cataclysm  of  1929-33,  requires  either  that  we  modify  the 
hypothesis  or  abandon  it. 

Union  resistance  to  wage  cuts  could  explain  the  coexistence  of 
positive  wage  rates  and  unemployment.  However,  substantial  un- 
employment has  arisen  in  times  and  places  where  unions  were  non- 
existent or  (almost  certainly)  uninfluential.  A  more  satisfactory 
explanation  is  to  posit  the  existence  of  a  social  minimum  hourly 
wage  rate,  SM,  below  which  no  one  will  accept — or  be  offered — 
employment.  Where  there  is  a  legal  minimum  wage  rate,  this 
usually78  becomes  SM  for  the  industries  covered  by  the  law.  How- 
ever, an  SM  would  seem  to  exist  in  communities  where  no  minimum 
wage  laws  exist,  and/or  in  industries  not  covered  by  them. 

The  existence  of  SM  for  some  urban  workers  is  due  to  the  pos- 
sibility of  their  returning  to  a  family  farm  in  the  event  income  falls 
below  a  certain  level.  This  does  not  establish  an  unique  floor 
to  the  hourly  earnings  of  each  member  of  the  family.  However, 
when  the  hourly  earnings  of  the  principal  earner  fall  below  the 
level  that  would  enable  him  to  earn  his  customary  fraction  of  the 
family's  transfer  income,79  the  family  is  likely  to  be  tempted  to  return 
to  the  farm.80  However,  not  all  families  have  a  farm  to  which  they 
can  return. 

A  second  factor  that  determines  SM  (in  urban  areas)  is  the  in- 
come that  the  community  (through  social  insurance  and/or  public 
or  private  charity)  will  provide  a  family  in  the  event  of  inadequate 
earnings.  If  such  community  assistance  were  incompatible  with 
any  earnings  whatever,  then  SM  would  be  higher  than  the  amount 
which  would,  given  employment  prospects,  yield  an  income  equal 
to  what  the  community  would  provide.  ( SM  would  have  to  be  suf- 
ficiently high  to  yield  an  income  which  would  exceed  what  the  com- 
munity would  provide  by  an  amount  adequate  to  cover  the  disutility 
of  work  and  possibly  of  risk  involved  in  becoming  temporarily  in- 
eligible for  community  assistance.)81 
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However  in  practice,  community  assistance  is  usually  compatible 
with  some  (limited)  earnings.  The  earnings  may  be  permitted 
openly,  or  they  may  be  tolerated  because  of  an  inability  to  police 
the  recipients  of  aid.  The  hourly  rate  that  will  be  accepted  by  aid 
recipients  will  tend  to  equal  the  higher  of  (1)  the  marginal 
disutility  of  labor  and  (2)  the  expected  value  of  the  earnings  fore- 
gone by  not  waiting  for  another  job.  The  expected  value  of  foregone 
earnings  on  a  steady  job  may  be  quite  substantial,82  but  for 
temporary  work  it  will  usually  be  the  marginal  disutility  of  labor  that 
sets  a  person's  minimum  hourly  rate.  Consequently,  wage  rates  on 
odd  jobs  and  temporary  jobs  may  fall  quite  low  in  the  presence  of 
unemployment  and  show  great  dispersion  at  any  one  time.83  Mean- 
while, the  wage  rates  paid  on  steady  jobs  tend  to  remain  higher 
than  on  temporary  ones  because  of  the  risk  costs  of  accepting  them. 
This  fact  to  some  extent  sets  a  floor  under  the  wages  that  regular 
businesses  can  offer  even  their  part-time  and  casual  employees,  as 
many  such  firms  are  reluctant  to  be  caught  in  flagrant  wage  dis- 
crimination.84 

SM  is  obviously  an  analytical  fiction  created  for  the  purpose  of 
reconciling  unemployment  with  positive  wage  rates.  However,  this 
is  not  its  only  role.  During  the  1930s,  both  in  the  United  States  and 
in  France,  sharp  upward  movements  in  money  wage  rates  occurred 
despite  substantial  unemployment.  These  movements  were  greatest 
in  the  lowest  paying  jobs,  and  appear  to  have  accompanied  govern- 
mental and/or  union  pressure  to  raise  the  lowest  rates.  Hence  it 
seems  reasonable  to  speak  of  these  wage  movements  as  resulting 
from  a  rise  in  SM. 

Theto]ju4^w^^  Thus  far  we  have  discussed  the 

determination  of  wages  with  but  little  mention  of  unions.85  The 
reader  may  well  ask  where  unions  fit  into  the  picture.  The  answer 
is  that  unions  may  be  one  of  the  forces  that  influence  the  employer's 
policies  concerning  wage  rates  and  employee  selection.  So  far  as 
our  argument  is  concerned,  the  employer's  policies  might  be  deter- 
mined without  reference  to  union  pressure;  or  the  employer  might 
be  merely  the  puppet  of  the  union;  or  the  true  state  of  affairs  might 
lie  anywhere  between  these  extremes.  However,  our  argument  does 
imply  that  whatever  combination  of  wage  and  hiring  policies  the 
employer  does  adopt,  they  will  have  observable  consequences  for 
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the  characteristics  (race,  sex,  education)  of  the  workers  who  are 
hired. 

Any  attempt  to  appraise  the  effect  of  union  activity  upon  employer 
wage  and  hiring  policies  must  begin  with  some  hypothesis  about 
what  these  policies  would  be  in  the  absence  of  unionism.  Such  hy- 
potheses have  not,  to  my  knowledge,  been  explicitly  developed.  How- 
ever, the  discussions  and  investigations  of  this  subject  have  implied 
at  least  two  theories  (and  possibly  more).  One  of  these  theories 
is  that  in  the  absence  of  a  union  the  employer  has  unique  hiring 
requirements  for  each  job,  and  that  he  hires  each  labor  factor  at  the 
lowest  wage  rate  compatible  with  obtaining  the  quantity  of  labor 
desired.86  The  effect  of  a  union  upon  the  policies  of  such  an  employer 
is  supposed  to  be  (in  part)  to  compel  him  to  pay  higher  (hourly) 
wage  rates  ( and  perhaps  greater  fringe  benefits )  than  otherwise.  This 
theory,  or  some  other  that  has  the  same  implications,  lies  behind  the 
various  empirical  investigations  made  in  recent  years  of  the  effect  of 
unionism  upon  wage  rates.87 

These  investigations  attempt  to  relate  differences  in  either  the 
levels  or  the  changes  in  the  wage  rates  paid  by  different  groups  of 
employers88  to  differences  in  the  degree  of  unionization.  The  degree 
of  unionization  is  measured  by  the  percentage  of  union  members 
among  the  employees  of  a  specified  group  of  firms.  As  the  hypothesis 
that  the  percentage  of  workers  unionized  is  strongly  associated  with 
the  power  to  alter  employer  policies  is  highly  dubious,89  it  is  not 
surprising  that  these  studies  have  obtained  varied  and  inconclusive 
results.  However,  a  more  important  objection  from  our  point  of  view 
is  that  these  investigators  have  assumed,  by  implication,  that  the 
effect  of  union  pressure  is  exerted  only  upon  wage  rates,  but  not 
upon  hiring  policies. 

This  assumption  is  diametrically  opposed  to  the  Perlman  hypoth- 
esis that  the  primary  function  of  a  union  is  to  protect  the  job 
opportunities  of  its  members.90  In  reality,  unions  attempt  to  influence 
both  wage  and  hiring  policies  of  employers  and  the  impact  of  the 
union  must  be  judged  in  terms  of  the  effect  upon  both.  A  union  may 
sacrifice  some  or  all  of  the  hourly  wage  advantages  its  bargaining 
could  win,  in  order  to  insure  the  employment  opportunities  of  certain 
members  who  are  inferior  workmen.91  Where  this  is  the  case,  the 
differential  effect  of  unionism  would  be  found  ( in  part )  by  compar- 
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ing  the  different  levels  and  distributions  of  worker  efficiency  ( some- 
how measured)  in  union  and  non-union  situations. 

The  general  approach  of  this  paper  has  been  to  minimize  the 
role  of  the  union  and  collective  bargaining  in  the  determination  of 
wage  rates.  This  is  intentional.  However,  it  should  not  be  interpreted 
as  implying  a  belief  that  unionism  is  a  negligible  factor  in  wage 
determination.  Unions  may  very  well  exercise  a  great  deal  of  in- 
fluence over  both  employer  wage  and  personnel  policies.  However, 
the  very  social  forces  that  make  some  employers  accept  unionism, 
however  reluctantly,  also  make  those  who  successfully  resist  it  alter 
their  wage  and  personnel  policies  to  conform  more  nearly  to  what 
unions  tend  to  demand. 

Unionism,  however  measured,  is  not  a  random  variable  affecting 
some  firms  in  a  community  and  not  others.  It  is,  almost  invariably, 
part  of  a  social  movement  aimed  at  improving  the  living  standards 
and  working  conditions  of  the  wage  earner.  Because  of  this,  the 
demands  made  by  unions  upon  employers  tend  to  be  paralleled  by 
the  pressure  of  actual  or  threatened  legislation.  (The  latter  is 
usually  called  the  force  of  public  opinion,  but  the  threat  of  hostile 
legislation,  court  action,  and/or  consumer  boycotts  are  its  ultimate 
sanctions.)  As  a  rule,  the  coincidence  of  desire  to  resist  unionization 
and  the  ability  to  do  so,  is  likely  to  be  found  in  situations  where  the 
aforementioned  social  pressures  are  also  weak.92  As  a  result,  the 
differential  effect  of  unionism  upon  wages  and  related  matters,  is 
likely  to  be  obscured  by  its  confluence  (temporal  and  otherwise) 
with  other  social  forces. 

In  short,  obvious  practical  considerations  make  us  ask  what  effect 
unionism  has  had  upon  wages.  But  the  usual  circumstances  under 
which  unionism  arises  are  likely  to  make  reliable  answers  difficult. 
However  such  inquiries  are  far  from  useless;  the  attempts  thus  far 
made  to  measure  the  effects  of  unionism  have  greatly  increased  our 
knowledge  of  the  other  forces  that  affect  wages,  and  further  studies 
would  seem  warranted. 

As  the  reader  will  have  noticed,  we  have  neglected  to  discuss  the 
bargaining  process,  and  the  growing  literature  that  deals  with  it; 
this  has  been  deliberate.93  While  work  in  this  field  has  deepened 
our  insight  into  the  process  of  wage  setting,  it  has  not  as  yet  provided 
much  in  the  way  of  useful  explanations  of  actual  wage  behavior. 
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The  concepts  of  wage  rounds  and  patterns  of  settlement  are  useful 
in  describing  what  happened  in  the  immediate  post-war  situation, 
and  probably  have  some  general  use  in  analyses  of  wage  deter- 
mination under  suppressed  inflation.  However,  the  model  of  ethico- 
political  wage  determination  has  not  thus  far  been  developed  in  such 
a  way  as  to  yield  a  harvest  of  inferences  that  could  explain  and  be 
tested  against  wage  or  other  data.  That  is,  it  has  not  yet  been  sug- 
gested how  we  can  predict  whether  a  given  bargain  will  follow 
a  local,  an  industry,  or  an  interunion  pattern  if  two  or  more  of  these 
patterns  are  inconsistent.  Nor  have  we  been  offered  an  hypothesis 
that  could  explain  the  compromises  made  among  the  various  pat- 
terns. (The  only  definite  clue  we  have  is  that  firms  unable  to  meet 
a  pattern  tend  to  be  permitted  to  leave  it.)94  Until  hypotheses  that 
imply  answers  to  these  questions  are  available,  it  will  not  be  possible 
to  appraise  the  empirical  validity  of  a  bargain  theory  of  wages.95 

CONCLUSION 

There  are  two  general  approaches  to  the  theory  of  wage  structure. 
One  is  the  market  theory,  or  the  competitive  hypothesis,  the  other 
is  what  we  might  roughly  term  institutional.  Each  has  its  place  and, 
under  pressure,  most  students  of  labor  markets  will  concede  this.96 
However,  labor  economists  do  exhibit  a  noticeable  allergy  to  ex- 
planations of  wage  behavior  in  terms  of  market  forces.97 

The  resistance  to  a  market  explanation  of  wages  comes  at  bottom 
from  the  fact  that  labor  economists  are  tremendously  interested  in 
very  short-run  problems.  Indeed,  it  is  fair  to  say  that  until  very 
recently  ( if  it  is  not  still  true ) ,  concern  with  the  functioning  of  labor 
markets  has  been  a  by-product  of  interest  in  collective  bargaining 
and  unionism  as  such.  And  what  labor  economists  have  wanted  from 
the  theory  of  wages  was  useful  theorems  for  analyzing  the  behavior 
of  bargainers  and  the  interrelations  among  collective  bargains.  More 
recently  they  have  also  looked  to  wage  theory  for  guidance  in 
framing  national  wage  policies  for  short-run  purposes. 

Conventional  wage  theory  is  of  little  help  in  these  contexts.  It  is 
right  to  analyze  the  inter-relations  among  collective  bargains  in  any 
one  year  in  terms  of  (inter  alia)  the  "orbits  of  coercive  comparison"98 
among  the  unions  involved.  Certainly,  arbitrators  (public  and 
private)  are  guided  by  the  wish  to  do  equity  and  regard  economic 
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factors — mainly  ability  to  pay — as  merely  imposing  limits  upon  their 
freedom  of  action.  And  individual  employers,  more  often  than  not, 
try  to  be  fair  rather  than  to  maximize  profits.  Coupled  with  this, 
there  is  the  ignorance  ( both  of  workers  and  employers )  of  the  state 
of  the  job  market  that  has  been  so  thoroughly  described  by  Reynolds, 
Myers,  Lester,  and  others.  This  ignorance  and  indolence,  makes  the 
very  term  labor  market  inappropriate,  if  used  descriptively.  More- 
over, the  bulk  of  our  empirical  knowledge  concerning  wage  rates 
refers  to  the  period  since  1929,  and  labor  market  studies  were  rare 
indeed  before  1945.  Hence,  the  wage  and  related  data  we  possess 
refer  primarily  to  a  period  in  which  short-run  forces  operated  with 
unusual  violence,  and  the  competitive  hypothesis  was  therefore 
unusually  ineffective. 

Together  these  two  factors,  along  with  the  intellectual  turmoil  that 
accompanied  the  Keynesian  revolution,  account  for  most  of  the 
disrepute  in  which  orthodox  wage  theory  is  held  by  labor  economists. 
For  short-run  purposes,  an  economic  wage  theory  will  probably 
never  prove  satisfactory.  In  a  given  year,  wage  rates  are  determined 
by  the  whole  range  of  forces  economists  call  institutional."  Recent 
attempts  to  put  some  sort  of  order  into  this  complex  process  are 
praiseworthy  if  not  (thus  far)  too  successful.  And  violent  economic 
shocks  or  institutional  changes  can  make  market  forces  highly 
ineffective  for  periods  of  several  years;  e.g.  1929-32  or  1941-45. 

However,  for  longer  periods  (e.g.  a  half-century),  or  for  making 
inter-area  comparisons,  there  may  be  more  to  the  competitive  hypoth- 
esis, for  the  purpose  of  explaining  relative  wage  rates,  than  most 
labor  economists  think.  This  is  not  to  say  that  the  world  is  really 
(purely)  competitive  in  the  descriptive  sense;  in  my  opinion  it 
is  obviously  not.  However  for  the  competitive  hypothesis  to  apply 
it  is  sufficient  that  (1)  the  relative  degrees  of  monopoly  power  in 
product  markets  and  monopsony  power  in  factor  markets100  should 
not  alter  greatly101  among  the  various  firms  and/or  industries  whose 
relative  wage  rates  are  being  analyzed  and  (2)  that  changes  in 
institutional  restraints  on  labor  supply  (either  by  government  or 
unions)  shall  not  have  affected  firms  differentially.102  When  it  is 
remembered  how  great  are  the  changes  in  technology,  education, 
and  capital  stock  that  occur  during  a  half  century103  the  hypothesis 
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that  changes  in  relative  monopoly  power  are  minor  does  not  seem 
hopelessly  wrong. 

To  see  this  more  clearly,  let  us  suppose  that  relative  wage  rates 
are  set  in  an  arbitrary  way  without  reference  to  market  forces.  But 
once  they  are  set,  economic  processes  begin  to  operate:  (1)  firms 
that  pay  more  than  the  market  requires  are  either  driven  out  of 
business  or  tend  to  become  more  efficient  labor  users  than  others. 
Such  firms  will  tend  to  shed  labor  intensive  processes,  either  sub- 
contracting them  to  lower  wage  firms104  or  abandoning  product 
lines  that  require  them.  And,  even  if  abandonment  were  too  dif- 
ficult, such  firms  would  tend  at  least  to  avoid  producing  new  labor 
intensive  products;  over  a  long  period,  this  would  have  roughly  the 
same  effect  as  abandonment.  (2)  Because  such  firms  pay  relatively 
high  wages  they  will  be  better  able  to  select  and  keep  superior 
workers  than  others.  Consequently,  even  though  the  desire  to  adopt 
severe  hiring  standards  were  distributed  independently  of  a  firm's 
wage  level,  the  ability  to  maintain  them  would  not  be,  and  so  high 
wages  and  high  labor  quality  would  tend  to  become  associated. 

But  making  the  competitive  hypothesis  seem  plausible  as  an 
explanation  of  wage  structure  is  hardly  enough;  it  must  be  tested 
empirically.  And  few  attempts  of  this  sort  have  been  made. 
Fabricant's  work  is  indeed  a  good  start,  and  it  tends  to  con- 
firm the  competitive  hypothesis.105  But,  good  as  it  is,  this  study  is 
clearly  in  need  of  extension  both  in  time  and  coverage.  Furthermore, 
other  studies,  in  some  cases  using  Fabricant's  data,  have  reached 
different  conclusions.106  One  writer  has  found  an  association  between 
changes  in  man-hour  physical  productivity  and  changes  in  wage 
rates  ( among  various  industries ) ;  another  between  changes  in  wages 
and  the  level  of  the  coefficients  of  concentration  in  a  collection  of 
industries;  a  third  between  changes  in  unionization  (i.e.  new 
unionism)  and  changes  in  wages.  However,  these  writers  have  not 
seriously  attempted  to  develop  the  implications  of  the  associations 
they  have  found.  Rather,  they  seem  to  have  rested  content  with 
comparing  the  strength  of  the  correlations  between  changes  in  wage 
rates  and  the  levels  and/or  changes  in  other  variables.  Space  does 
not  permit  an  adequate  analysis  of  these  procedures,  but  they 
leave  me  uneasy.107 
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FOOTNOTES 

III.  WAGE  DETERMINATION   IN  THEORY  AND  PRACTICE 

1.  J.  R.  Hicks,  The  Theory  of  Wages  (London:  Macmillan,  1932). 

2.  Hicks  is  quite  explicit  that  he  does  not  believe  that  the  wage  rate  tends  to 
equal  the  value  of  labor's  marginal  physical  product  in  the  short  run.  Un- 
fortunately he  does  not  offer  an  explicit  short-run  wage  theory. 

3.  Keynes  himself  offered  no  explanation  of  why  unemployed  workers  did 
not  drive  down  wage  rates;  in  effect,  he  merely  asserted  that  they  didn't.  J.  M. 
Keynes,  The  General  Theory  of  Employment,  Interest  and  Money  (New  York: 
Harcourt,  Brace,  1936),  pp.  13-15.  Mrs.  Robinson,  Essays  in  the  Theory  of 
Employment  (New  York:  Macmillan,  1937)  simply  posits  psychological  re- 
sistance to  accepting  money  wage  cuts,  without  any  serious  argument  on  the 
issue.  As  she  says  (p.  4),  "it  is  plausible  to  say  .  .  .  that  .  .  .  there  is  a  certain 
more  or  less  definite  level  of  employment  at  which  money  wages  will  rise,  and 
a  lower  level  of  employment  at  which  money  wages  fall.  Between  the  two 
critical  levels  there  will  be  a  neutral  range  within  which  wages  are  constant." 

A  somewhat  different  "explanation"  of  involuntary  unemployment  has  been 
offered  by  W.  Leontief,  "The  Fundamental  Assumption  of  Mr.  Keynes' 
Monetary  Theory  of  Unemployment,"  Quarterly  Journal  of  Economics, 
November  1936  and,  in  a  more  developed  form,  by  James  Tobin,  "Money 
Wage  Rates  and  Employment,"  in  The  New  Economics,  edited  by  Seymour  E. 
Harris  (New  York:  Alfred  A.  Knopf,  1947),  pp.  572-87.  These  writers  argued, 
in  essence,  that  a  "money  illusion"  made  the  supply  of  labor  infinitely  elastic 
at  a  certain  money  wage  rate  (i.e.  put  a  rigid  floor  under  the  wage  rate).  The 
money  illusion  may  be  entertained  either  by  a  union  or  by  individual  workers. 
Also  see  Sidney  Weintraub,  "A  Macroeconomic  Theory  of  Wages,"  American 
Economic  Review,  December  1956,  pp.  835-56,  especially  pp.  847-51. 

J.  T.  Dunlop,  Wage  Determination  Under  Trade  Unions  (New  York:  Mac- 
millan, 1944),  pp.  145-48,  argues  that  "declines  in  product  prices  and  net 
employment  constitute  the  effective  downward  pressure  on  wage  rates."  This 
statement,  which  contradicts  those  of  Mrs.  Robinson,  has  much  to  commend 
it.  But  what  is  significant  for  our  immediate  purpose  is  that  both  Dunlop  and 
Mrs.  Robinson  concur  in  the  proposition  that  (money)  wage  rates  are  some- 
how supported  despite  the  presence  of  considerable  unemployment,  without 
seriously  investigating  what  it  is  that  holds  them  up. 

L.  G.  Reynolds,  "Some  Aspects  of  Labor  Market  Structure,"  Chapter  Two 
of  Insights  Into  Labor  Issues,  edited  by  R.  A.  Lester  and  Joseph  Shister,  ( New 
York:  Macmillan,  1948)  especially  pp.  278-85,  and  Albert  Rees,  "Wage  Deter- 
mination and  Involuntary  Unemployment,"  Journal  of  Political  Economy,  April 
1951,  pp.  143-53,  explicitly  consider  the  determinants  of  wage  rates  under 
conditions  of  less  than  full  employment.  Their  analyses  are  interesting,  but 
inconclusive. 

4.  I.e.  worker  "psychology"  that  resisted  money  wage  reductions.  As  no 
investigations  of  worker  psychology  were  made  (by  the  economists  who  made 
specific  assumptions  about  it),  it  is  fair  to  say  that  these  assumptions  were 


88  A  DECADE  OF  INDUSTRIAL  RELATIONS  RESEARCH 

simply  deduced  from  theoretical  models  on  the  hypothesis  that  they  (the 
models)  were  consistent  with  the  phenomena  (unemployment)  they  purported 
to  explain. 

5.  The  kinked  oligopoly  demand  curve  was  "discovered"  by  R.  L.  Hall 
and  C.  J.  Hitch,  "Price  Theory  and  Business  Behavior,"  Oxford  Economic 
Papers,  May  1939  and  P.  M.  Sweezy,  "Demand  Under  Conditions  of  Oligopoly," 
Journal  of  Political  Economy,  August  1939,  pp.  568-73.  Its  implications  for 
wage  theory  have  been  exploited  by  a  number  of  writers,  notably  L.  G. 
Reynolds,  "Relations  between  Wage  Rates,  Costs  and  Prices,"  American 
Economic  Review,  March  1942,  Proceedings,  Vol.  XXXII,  pp.  275-89;  M. 
Bronfenbrenner,  "Applications  of  the  Discontinuous  Oligopoly  Demand  Curve," 
Journal  of  Political  Economy,  June  1940,  pp.  420-27  and  R.  R.  Mikesell, 
"Oligopoly  and  the  Short  Run  Demand  for  Labor,"  Quarterly  Journal  of 
Economics,  November  1940,  pp.  161-66.  N.  Belfer  and  G.  F.  Bloom, 
"Unionism  and  the  Marginal  Productivity  Theory,"  in  Insights  into  Labor 
Issues,  loc.  cit.,  argue  that  union  policies  limit  the  applicability  of  marginal 
analysis  to  the  firm's  demand  for  labor. 

6.  Several  of  the  more  prominent  contributions  to  this  literature  are  reprinted 
in  R.  V.  Clemence,  Readings  in  Economic  Analysis,  Vol.  II,  Prices  and 
Production  (Cambridge,  Mass:  Addison-Wesley,  1950).  These  are:  R.  A. 
Lester,  "Shortcomings  of  Marginal  Analysis  for  Wage-Employment  Problems"; 
and  "Marginalism,  Minimum  Wages  and  Labor  Markets";  F.  Machlup, 
"Marginal  Analysis  and  Empirical  Research,"  and  "Rejoinder  to  an  Anti- 
marginalist,"  and  M.  W.  Reder,  "A  Reconsideration  of  the  Marginal  Pro- 
ductivity Theory."  A  good  summary  of  the  discussion  is  R.  A.  Gordon  "Short- 
Period  Price  Determination  in  Theory  and  Practice,"  American  Economic 
Review,  June  1948,  pp.  265-288;  the  footnotes  of  this  reference  contain  most 
of  the  references  a  student  of  the  controversy  might  need. 

7.  This  point  was  made  by  J.  R.  Hicks,  "The  Theory  of  Monopoly," 
Econometrica,  January  1935. 

8.  I.e.  the  marginal  productivity  theory  assumes  that  the  firm  is  constrained, 
in  maximizing  its  profits,  only  by  technological  considerations.  Capital  is  pre- 
sumed to  be  rentable  at  a  market  rate  of  interest.  But  in  an  uncertain  world, 
the  rate  of  interest  at  which  a  firm  can  borrow  will  vary  with  its  financial 
position  and/or  those  of  its  owners.  And  the  amount  it  will  borrow  will  vary 
with  the  willingness  of  the  firm's  owners  to  share  (or  risk  relinquishing )  con- 
trol to  the  lenders. 

9.  For  example,  if  a  firm  that  cannot  raise  additional  capital  is  taken  over  by 
a  new  management  that  is  able  to  do  so,  then  its  output  and  employment  of 
labor  may  increase  even  though  its  production  function  and  its  factor  supply 
conditions  are  unchanged. 

10.  Machlup,  op.  cit. 

11.  E.g.  by  Machlup,  "Marginal  Analysis  and  Empirical  Research,"  op.  cit., 
pp.  527-28. 

12.  The  views  of  these  economists  are  well  stated  by  Milton  Friedman;  see 
his  essay  "The  Methodology  of  Position  Economics,"  pp.  3-43,  of  Essays  in 
Positive  Economics  (Chicago:  University  of  Chicago  Press,  1953);  also  see 
his  paper,  "Some  Comments  on  the  Significance  of  Labor  Unions  for  Economic 
Policy"  and  the  following  Discussion,  which  are  Chapters  X  and  XI  of  The 
Impact  of  the  Union,  edited  by  D.  Mc.  Wright,  (New  York:  Harcourt,  Brace, 
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1951),  pp.  204-259.  The  same  position  is  taken  by  G.  J.  Stigler,  Five  Lectures 
on  Economic  Problems  (London  and  New  York:  Longmans,  Green,  1949), 
especially  Lecture  2,  pp.  12-24. 

13.  There  have  been  a  number  of  studies  of  entrepreneurial  behavior  which 
seem  to  indicate  that  individual  firms  (in  a  wide  variety  of  industries)  are 
anxious  to  sell  more  output  at  the  going  price  than  they  do,  implying  either  that 
they  are  not  pure  competitors  or  that  they  do  not  systematically  maximize  profits. 
The  evidence  of  these  studies,  which  rely  heavily  upon  what  business  men  say 
they  do,  or  would  do  under  specified  circumstances,  is  rejected  out  of  hand  on 
the  ground  that  it  is  not  how  the  business  man  conceives  of  his  behavior  that 
is  of  interest  to  the  economist,  but  how  this  behavior  is  reflected  in  the  behavior 
of  markets.  See  Friedman,  Essays  in  Positive  Economics,  op.  cit.,  pp.  30  et 
seq.,  especially  n.22  (on  p.  31). 

14.  I.e.  can  explain  relative  amounts  of  money  devoted  to  advertising  and 
production  expenses;  the  timing  and  extent  of  temporary  price  cuts;  the 
decisions  of  individual  firms  to  use  loss  leaders  etc.  in  addition  to  analyzing  the 
inter-relations  between  market  prices  and  quantities  as  well  or  better  than 
the  theory  of  pure  competition  cum  profit  maximization. 

15.  That  is,  the  model  should  be  designed  so  that  at  least  some  of  its  implica- 
tions can  be  tested  against  data  that  it  is  practicable  to  gather.  This  is  stricter 
than  the  "verifiability  in  principle"  criterion,  which  is  really  a  demand  that  a 
theory  should  be  so  stated  that  it  is  possible  to  know  in  what  respects  the 
world  would  be  different  if  the  theory  were  true  from  what  it  would  be  if  the 
theory  were  false. 

16.  Although  the  economists  who  adopt  this  position  usually  contend  that 
the  economy  is  more  competitive  than  most  people  think.  See,  for  example, 
Stigler,  op.  cit.,  Chapter  Five. 

17.  Monopolies  are  divided  into  two  categories:  oligopolistic  firms  whose 
demand  curves  are  infinitely  elastic  at  some  price  for  some  but  not  all  outputs, 
and  monopolistic  firms  proper,  whose  demand  curves  have  a  finite  elasticity  at 
all  outputs  above  zero.  See  Friedman,  "Methodology,"  op.  cit.,  p.  35,  n.29. 

18.  See  Friedman,  "Some  Comments,"  op.  cit. 

19.  The  significance  of  the  italicized  clause  will  become  apparent  on  pp.  72ff. 

20.  Labor  service  is  measured  in  terms  of  man-hours  of  input,  and  its  re- 
ward is  a  (straight-time)  hourly  wage.  Where  labor  is  paid  on  an  incentive 
basis,  wages  become  a  species  of  profit,  dependent  upon  the  outcome  of  the 
production  (though  not  the  sales)  process.  Most  incentive  systems  involve  a 
mixture  of  hourly  wage  guarantees  and  incentive  payments,  the  incentive  rates 
being  set  so  that  workers'  hourly  earnings  approximate  a  predetermined  amount. 
Because  of  this  it  will  not  seriously  affect  our  analysis  if  we  ignore  incentive 
rates  and  treat  them  as  a  species  of  hourly  wage  payment. 

21.  How  much  inter-unit  variation  may  be  tolerated  within  the  same  factor 
will  depend  upon  the  specific  purpose  of  the  argument.  Ultimately,  of  course, 
all  factor  units  are  unique  if  the  user  chooses  to  fuss  enough  in  selecting  them. 

22.  Or  supply  function  in  the  event  of  monopsony. 

23.  The  concept  of  a  hiring  preference  function  is  well-discussed  by  Clark 
Kerr,  "The  Balkanization  of  Labor  Markets,"  Chapter  6  in  Labor  Mobility  and 
Economic  Opportunity  (New  York:  John  Wiley  1954),  pp.  92-110,  especially 
p.  92-101.  It  is  also  effectively  utilized  by  R.  A.  Lester,  Hiring  Practices  and 
Labor    Competition,    (Princeton:    Princeton    University,    Industrial    Relations 
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Section,  Department  of  Economics  and  Sociology,  1954),  Chapter  IV;  by  M. 
Bronfenbrenner,  "Potential  Monopsony  in  Labor  Markets,"  Industrial  and 
Labor  Relations  Review,  July  1956,  pp.  577-88;  L.  R.  Salkever,  "Toward  a 
Theory  of  Wage  Structure,"  Industrial  and  Labor  Relations  Review,  April  1953, 
pp.  299-316;  M.  W.  Reder,  "The  Theory  of  Occupational  Wage  Differentials," 
American  Economic  Review,  December  1955,  pp.  833-852,  and  in  the  writings 
of  Reynolds  and  Myers  and  Shultz  cited  elsewhere.  Clearly  the  idea  has  been 
in  the  air.  However,  its  full  implications  are  not  consistently  accepted. 

24.  In  practice,  an  employer  must  (in  effect)  treat  persons  falling  within  a 
certain  range  of  scores — on  any  given  characteristic — as  identical  with  respect 
to  that  characteristic. 

25.  The  price  of  labor  is  the  price  of  a  specific  factor  of  production  as  defined 
in  economic  theory.  For  further  discussion  of  this  point  see  J.  T.  Dunlop, 
Wage  Determination  under  Trade  Unions  (2nd  edition;  New  York:  Augustus 
Kelly,  1950),  pp.  15  et  seq. 

26.  An  illustration  of  this  is  offered  by  Myers  and  Shultz,  The  Dynamics 
of  a  Labor  Market  (New  York:  Prentice-Hall,  1951),  pp.  141-149. 

27.  How  much  is  unknown,  but  it  is  suspected  that  it  is  considerable. 

28.  See  Reder,  "The  Theory  of  Occupational  Wage  Differentials,"  op.  cit. 

29.  This  is  substantially  the  position  taken  by  Friedman,  "Methodology  of 
Positive  Economics,"  op.  cit.,  and  also  by  A.  A.  Alchian,  "Uncertainty,  Evolution 
and  Economic  Theory,"  Journal  of  Political  Economy,  June  1950,  pp.  211-21. 
It  might  be  added  that  the  greater  the  deviations  of  initial  from  equilibrium 
values,  the  shorter  is  the  time  required  for  the  statements  implied  by  the 
competitive  hypothesis  to  come  true. 

30.  However,  if  the  departures  from  equilibrium  are  extreme  (e.g.  bank- 
ruptcy is  threatened),  the  implications  of  economic  theory  become  important 
even  for  a  very  short  period. 

31.  I  have  attempted  to  spell  this  out  elsewhere;  see  M.  W.  Reder,  "The 
Theory  of  Union  Wage  Policy,"  Review  of  Economics  and  Statistics,  vol.  34, 
February  1952,  pp.  34-45. 

32.  We  are  deliberately  abstracting  from  the  possibility  that  some  firms  pay 
higher  wages  than  others  to  offset  nonpecuniary  disadvantages  of  employment. 

33.  The  most  careful  study  of  this  subject  is  Jacob  Perlman,  Hourly  Earn- 
ings of  Employees  in  Large  and  Small  Enterprises,  TNEC  Monograph  No. 
14,  Washington,  1940.  Unfortunately,  however,  it  is  confined  to  a  limited 
number  of  industries  and  refers  to  prewar  material.  A  new  study  bringing 
Perlmans  work  up  to  date  and  extending  it  is  badly  needed. 

34.  Perlman,  op.  cit. 

35.  L.  G.  Reynolds  and  C.  H.  Taft,  The  Evolution  of  Wage  Structure,  New 
Haven:  (Yale  University  Press,  1956),  pp.  55-8.  Also  see  George  Seltzer, 
"Pattern  Bargaining  and  the  United  Steelworkers,"  Journal  of  Political  Economy, 
August  1951,  pp.  319-331. 

36.  Reynolds  and  Taft,  op.  cit.,  pp.  38-9. 

37.  Ability  to  pay  is  a  slippery  concept  with  highly  suggestive  connotations. 
As  used  it  would  usually  seem  to  refer  to  the  rate  of  return  on  invested  capital; 
i.e.  the  higher  the  rate,  the  greater  the  "ability  to  pay."  For  the  present  dis- 
cussion, this  is  what  I  shall  take  the  term  to  mean,  though  clearly  it  has  other 
shades  of  meaning  as  well. 

38.  See  C.  L.  Christenson,  "Chicago  Service  Trades,"  Chapter  15  of  How 
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Collective  Bargaining  Works   (New  York:    Twentieth  Century  Fund,   1945), 
pp.  833-834,  856-857,  and  865-866. 

39.  W.  R.  Maclaurin,  "Wages  and  Profits  in  the  Paper  Industry,  1929-39," 
Quarterly  Journal  of  Economics,  February  1944,  pp.  196-228  and  a  more 
recent  study,  R.  M.  MacDonald,  "Pulp  and  Paper,"  Chapters  5  and  6  in 
Reynolds  and  Taft,  op.  cit.,  pp.  144-5. 

40.  L.  G.  Reynolds,  The  Structure  of  the  Labor  Market  (New  York:  Harper, 
1951),  pp.  184-95. 

41.  C.  A.  Myers  and  G.  P.  Shultz,  The  Dynamics  of  a  Labor  Market  (New 
York:  Prentice-Hall,  1951),  p.  162. 

42.  F.  C.  Pierson,  Community  Wage  Patterns  (Berkeley  and  Los  Angeles: 
University  of  California  Press,  1953),  pp.  120-23.  Pierson  finds  the  results  not 
"significant"  because  the  correlation  coefficient  was  not  significantly  different 
from  zero  at  the  five  per  cent  level. 

43.  Pierson's  finding  (see  n.42)  leaves  ground  for  doubt,  but  is  certainly 
not  evidence  for  denial  of  the  proposition  in  question. 

44.  Both  R.  A.  Lester  and  S.  H.  Slichter  have  advanced  interesting  arguments 
and  empirical  evidence  in  support  of  the  proposition  that  the  wage  level  of 
a  firm  tends  to  be  associated  with  its  ability  to  pay.  S.  H.  Slichter,  "Notes 
on  the  Structure  of  Wages,"  Review  of  Economics  and  Statistics,  February 
1950,  pp.  80-91.  R.  A.  Lester,  "Wage  Diversity  and  its  Theoretical  Implications," 
Review  of  Economics  and  Statistics,  August  1946,  pp.  152-59;  "Southern  Wage 
Differentials;  Developments,  Analysis  and  Implications,"  Southern  Economic 
Journal,  April  1947,  pp.  386-94  and  "A  Range  Theory  of  Wage  Differentials," 
Industrial  and  Labor  Relations  Review,  July  1952,  pp.  483-500. 

45.  Reynolds  and  Taft,  op.  cit.,  p.  174.  That  is,  there  is  a  loose  but  genuine 
association  between  firm  size  and  profitability. 

46.  Reynolds  and  Taft,  op.  cit.,  pp.  174-175;  R.  A.  Lester,  Company  Wage 
Policies,  (Princeton:  Princeton  University,  Industrial  Relations  Section,  De- 
partment of  Economics  and  Sociology,  1948),  pp.  31-37  and  p.  44. 

47.  J.  R.  Hicks,  op.  cit.,  pp.  35-6.  Hicks'  argument  is  apparently  a  priori. 

48.  In  speaking  of  workers  as  being  superior  ( or  preferred )  all  that  is  meant 
is  that  they  possess  characteristics  that  are  often  sought  but  rarely  (if  ever) 
shunned  by  employers.  That  employers  may  be  irrational  (as  well  as  unfair)  in 
preferring  workers  with  these  characteristics  is  beside  the  point.  There  is  a 
widespread  agreement  among  employers  that  white,  male,  high  school  graduates 
of  sober  habits,  in  good  health  between  the  ages  of  20  and  45  are  better 
employment  prospects  than  people  with  the  reverse  characteristics. 

49.  The  Structure  of  the  American  Economy,  Part  I  (Washington,  D.  C: 
National  Resources  Committee,  1939),  pp.  149-151  and  Appendix  6,  pp.  231-7. 

50.  Albert  Rees,  "Wage  Determination  and  Involuntary  Unemployment," 
Journal  of  Political  Economy,  April  1951,  pp.  143-53,  especially  p.  153.  Rees' 
data  are  taken  from  M.  Ada  Beney,  Wages,  Hours  and  Employment  in  the 
United  States,  1914-36,  (New  York:  National  Industrial  Conference  Board, 
Study  No.  2291,  1936). 

51.  Salary  and  Wage  Policy  in  the  Depression,  (New  York:  National 
Industrial  Conference  Board,  1932).  The  average  percentage  decline  in  wage 
rates  (between  1929  and  1932)  when  all  firms  were  weighted  equally  was 
13.9  per  cent,  but  only  11.1  per  cent  when  they  were  weighted  by  the 
number  of  employees;  see  Table  9,  pp.  56-7  and  the  discussion  on  pp.  23-5. 
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"Wage  rates"  refers  to  what  the  report  terms   "wage  scales";   however,   the 
remarks  on  p.  12  suggest  that  the  figures  refer  to  hourly  rates. 

52.  Structure  of  the  American  Economy,  op.  cit.,  pp.  149-51.  This  fact 
raises  the  possibility  that  the  depression  pattern  referred  to  in  n.49  might  be 
part  of  (at  least)   a  short-term  trend. 

53.  D.  E.  Cullen,  "The  Interindustry  Wage  Structure,  1899-1950,"  American 
Economic  Review,  June  1956,  pp.  353-69.  Cullen  himself  suggests  ( p.  363 )  that 
the  reason  for  this  result  is  that  the  high  hourly  wage  industries  are  con- 
centrated in  the  durable  sector  which  suffered  disproportionately  from  un- 
employment. Thus  annual  earnings  in  the  high  wage  sector  tended  to  contract 
more  than  elsewhere.  This  is  a  plausible  explanation;  however,  the  matter 
requires   further  investigation. 

54.  J.  T.  Dunlop,  "Cyclical  Variations  in  Wage  Structure,"  Review  of 
Economic  Studies,  February  1939,  pp.  30-9.  Structure  of  the  American 
Economy,  op.  cit.,  pp.  149-151. 

55.  Carrie  Glasser,  Wage  Differentials,  (New  York:  Columbia  University 
Press,  1940),  Table  26,  p.  96,  found  that  among  21  industries  the  coefficients  of 
variation — both  of  average  hourly  entrance  rates  and  average  hourly  earnings 
— increased  during  the  depressions  of  1920-21  and  1929-32  and  decreased  in 
1932-36.  However,  she  found  that  during  the  business  cycles  of  the  1920s,  these 
coefficients  did  not  show  perfect  conformity  (op.  cit.,  p.  90).  Nevertheless, 
wage  behavior  is  not  likely  to  be  sensitive  to  any  but  major  cycles  and  the 
evidence  of  the  fluctuations  between  1921  and  1929  is  not  so  significant  as 
that  of  the  other  cycles  mentioned. 

56.  The  cases  in  textiles  and  shoe  manufacturing  were  reported  by  G.  P. 
Shultz  and  C.  A.  Myers,  "Union  Wage  Decisions  and  Employment,"  American 
Economic  Review,  June  1950,  pp.  362-80.  The  case  of  men's  clothing  manu- 
facturing is  discussed  by  R.  J.  Myers  and  J.  W.  Bloch,  in  Chapter  8  of  How 
Collective  Bargaining  Works  (New  York:  Twentieth  Century  Fund,  1945), 
pp.  422-25;  railroads  are  discussed  in  Reynolds  and  Taft,  op.  cit.,  pp.  38-9; 
hosiery  manufacture  by  G.  W.  Taylor  in  Chapter  9  of  How  Collective  Bargaining 
Works,  op.  cit.,  especially  pp.  483  et.  seq.;  for  iron  and  steel,  see  Reynolds 
and  Taft,  op.  cit.,  pp.  50  et  seq.  and  G.  H.  Seltzer,  op.  cit. 

57.  The  principal  writings  are  those  of  Reynolds,  The  Structure  of  Labor 
Markets,  op.  cit.,  Chapters  2-4;  also  an  earlier  work,  Reynolds  and  J.  Shister, 
Job  Horizons  (New  York:  Harper,  1949);  Myers  and  Shultz,  The  Dynamics  of 
a  Labor  Market,  op.  cit.,  Part  II;  Myers  and  Maclaurin,  "The  Movement  of 
Factory  Workers,"  op.  cit.,  H.  S.  Parnes,  Research  on  Labor  Mobility,  Bulletin 
No.  65,  (New  York:  Social  Science  Research  Council,  1954);  Also  see  the  essays 
of  Palmer,  Myers,  and  Yoder  in  Labor  Mobility  and  Economic  Opportunity 
op.  cit.;  G.  L.  Palmer,  Labor  Mobility  in  Six  Cities  (New  York:  Social  Science 
Research  Council,  1954);  W.  H.  Miernyk,  Inter-Industry  Labor  Mobility 
(Boston,  Mass.:  Northeastern  University,  1955);  H.  W.  Robinson,  "The 
Response  of  Labour  to  Economic  Incentives,"  in  Wilson  and  Andrews,  Oxford 
Studies  in  the  Price  Mechanism  (New  York:  Oxford  University  Press,  1951), 
pp.  204-72;  D.  J.  Bogue,  A  Methodological  Study  of  Migration  and  Labor 
Mobility  in  Michigan  and  Ohio  in  1947,  Scripps  Foundation  Studios  in  Popula- 
tion— Number  4  (Oxford,  Ohio:  Miami  University,  June  1952). 

58.  Reynolds,  Structure,  op.  cit.,  takes  a  contrary  view,  arguing  (pp.  217 
et  seq.)  that  there  is  only  a  "slight  relation"  between  a  plant's  relative  wage 
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level  and  its  relative  quit  rate.  He  reaches  this  conclusion  because  a  number 
of  rank  correlations  between  these  two  variables  (in  three  different  years) 
revealed  only  coefficients  ranging  from  0.18  to  0.27.  However,  he  overlooks 
the  fact  that  this  "slight"  bias  in  favor  of  a  higher  quit  rate  for  low  wage 
firms  is  persistent,  while  the  effect  of  many  of  the  disturbing  variables  (that 
obscure  the  relation  in  any  one  year)  tend  to  disappear  over  a  longer  period. 
That  is,  the  above  correlations  for  (say)  a  three  year  period  would  (it  is 
suggested)  be  higher  than  for  a  one  year  period. 

59.  This  point  is  well  stated  by  Reynolds,  Structure,  op.  cit.,  p.  246. 

60.  Which  is  notoriously  sensitive  to  the  level  of  unemployment. 

61.  Reynolds,  Structure,  op.  cit.,  pp.  218-220,  comes  to  roughly  the  same 
conclusion  as  this. 

62.  Thus  the  interquartile  range  diminished,  as  a  percentage  of  the  median, 
from  75  per  cent  in  January  1941,  to  45  per  cent  in  July  1947.  (The  10-90 
percentile  range  behaved  similarly.)  See  Frederic  Myers,  "Notes  on  Changes 
in  the  Distribution  of  Manufacturing  Wage  Earners  by  Straight-time  Hourly 
Earnings,  1941-48,"  Review  of  Economics  and  Statistics,  November  1950, 
p.  354,  Table  2.  Computations,  based  on  Factory  Workers  Earnings,  Bureau 
of  Labor  Statistics  Bulletin,  No.  1179,  Table  2,  p.  15,  show  that  the  inter- 
quartile range  was  40  per  cent  of  the  median  in  April  1954;  a  further  decline 
from  July  1947. 

63.  See  Reynolds  and  Taft,  The  Evolution  of  Wage  Structure,  op.  cit.,  pp. 
331-39,  for  the  figures  relevant  to  1939-54. 

64.  R.  A.  Lester  has  pointed  out  that  none  of  these  overall  measures  refers 
directly  to  interfirm  ( intra-industry )  differentials.  This  is  true  and  it  is  possible 
that  the  contraction  of  these  differentials  could  mirror  only  the  reduction  in 
skill  differentials.  This  is  a  point  worth  investigating;  however  I  suspect  that 
the  contraction  in  the  dispersion  of  hourly  earnings  is  at  least  partly  due  to  a 
contraction  of  interfirm  differentials. 

65.  C.  A.  Myers  and  W.  R.  Maclaurin,  The  Movement  of  Factory  Workers, 
(New  York;  John  Wiley,  1943),  and  Myers  and  Shultz,  op.  cit.,  p.  161.  See  Also 
Parnes,  op.  cit.,  pp.  179-87. 

Reynolds,  Structure,  op.  cit.,  p.  190  (Table  26)  presents  data  showing  a 
contraction  in  the  inter-quartile  range  ( as  a  percentage  of  the  median )  of  plant 
starting  rates  (in  a  New  Haven  sample)  between  1940  and  1945.  Dispersion  of 
plant  starting  rates  thereafter  increased  (between  1945  and  1948),  but  not  to 
the  1940  or  1942  level.  Reynolds  regards  this  decline  as  insufficient  to  support 
the  hypothesis  that  "interplant  wage  differences  tend  to  become  narrower 
during  a  period  of  high  employment."  Though  the  criterion  on  which  this 
judgment  is  based  is  not  made  explicit,  it  is  an  opinion  which  must  be  carefully 
considered.  Nonetheless,  if  taken  in  conjunction  with  other  findings,  Reynolds' 
data  lend  some  support  to  the  position  taken  here. 

66.  I.e.  in  1932.  Historical  Statistics  of  the  United  States:  1789-1945  (Wash- 
ington, D.C.:  Bureau  of  the  Census,  US  Department  of  Commerce,  1949), 
Series  B233,  p.  31. 

67.  This  point  is  well  made  by  S.  Rottenberg,  "On  Choice  in  Labor  Markets," 
Industrial  and  Labor  Relations  Review,  January  1956,  pp.  183-199,  especially 
pp.  194-95. 

68.  On  this  point  see  E.  O.  Heady  and  Schalk  du  Toit,  "Marginal  Resource 
Productivity    for    Agriculture    in    Selected    Areas    of    South    Africa    and    the 
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United  States,"  Journal  of  Political  Economy,  pp.  494-505.  Also  E.  O.  Heady, 
Economics  of  Agricultural  Production  and  Resource  Use,"  ( New  York:  Prentice- 
Hall,  1952),  Chapters  24  and  25,  pp.  740-42.  These  remarks  neglect  the  sub- 
stantial interregional  variation  in  the  marginal  productivity  of  farm  labor; 
however,  they  are  not  misleading  in  this  specific  context. 

69.  That  is,  family  labor  shares  in  the  net  yield  of  the  enterprise  on  some 
basis  related  to  need,  and  not  related  to  the  market  value  of  the  services  of 
the  individual.  Hired  labor  is,  of  course,  paid  market  wages. 

70.  See  W.  A.  Lewis,  Economic  Development  with  Unlimited  Supplies  of 
Labor,  Manchester  School,  May  1954;  T.  W.  Schultz,  Agriculture  in  an  Un- 
stable Economy  (New  York,  McGraw-Hill,  1945),  Chapter  IV;  D.  G.  Johnson, 
"Economics  of  Agriculture,"  Chapter  6  in  A  Survey  of  Contemporary  Economics, 
vol.  II,  edited  by  B.  F.  Haley,  (Homewood,  111.:  R.  D.  Irwin,  1952),  especially 
pp.  225-243,  and  Chihiro  Nakajima,  "Latent  Unemployment  and  Agriculture 
of  Peasantry,"  Osaka  Economic  Papers,  September  1955,  pp.  29-40. 

71.  Of  course,  not  all — or  most — farm  workers  are  prepared  to  migrate  for 
urban  employment  opportunities.  The  characteristics  of  the  workers  who  do 
move  are  discussed  below,  pp.  79-80. 

72.  The  greater  costs  of  urban  living  imply  that  equality  of  real  incomes 
would  be  attained  when  urban  money  incomes  appreciably  exceeded  rural 
money  incomes.  See  D.  G.  Johnson,  op.  cit.,  pp.  285-31  and  J.  R.  Bellerby, 
Agriculture  and  Industry:  Relative  Income  (New  York:  Macmillan,  1956),  Part  I. 

73.  Unless  increases  in  man-hour  productivity  in  urban  employment  are 
sufficiently  greater  than  in  rural  employment  to  offset  the  effect  of  the  dif- 
ferential growth  rates  of  output.  However,  differences  in  the  growth  rates  of 
man-hour  productivity  large  enough  to  create  such  a  possibility  do  not  seem 
to  have  occurred. 

74.  Either  because  of  steadier  employment  (for  urban  workers),  a  relative 
increase  in  their  hourly  wages,  or  both. 

75.  See  Parnes,  op.  cit.,  Chapter  4;  Palmer,  Labor  Mobility  in  Six  Cities, 
op.  cit.,  Chapter  3;  Bogue,  Methodological  Study,  op.  cit.,  Chapter  VI.  Marital 
status  and  age  are  highly  intercorrelated.  Each  has  the  effect  on  labor  mobility 
alleged  in  the  text,  but  age  has  by  far  the  greater  influence. 

76.  That  is,  he  moves  from  situations  where  his  prospective  income  is 
relatively  low  to  where  it  is  higher.  Prospective  income  tends  to  be  higher  in 
good  jobs  than  in  bad  ones;  in  cities  than  in  rural  areas.  Of  course,  not  all 
workers  behave  in  this  fashion,  but  the  result  does  not  require  that  they  should. 
The  statement  in  this  footnote  does  not  apply  to  serious  depressions  where,  as 
we  have  seen,  income  prospects  for  the  immediate  future  become  higher  (for 
many  workers)  on  family  farms  than  in  cities. 

77.  Transfer  costs  include  the  value  of  lost  seniority  rights;  pension  benefits; 
as  well  as  the  subjective  costs  of  breaking  long  associations. 

78.  In  some  cases  the  prescribed  legal  minimum  is  effectively  ignored  and 
in  others,  the  actual  SM  climbs  well  above  the  legal  minimum  (as  during 
World  War  II). 

79.  The  family's  transfer  income  is  the  minimum  income  it  will  accept  away 
from  the  family  farm,  if  there  is  one. 

80.  That  is,  I  am  suggesting  that  there  is  a  marked  reluctance  by  most 
families  to  depend  upon  the  earnings  of  secondary  workers  (especially  when 
they  are  uncertain)  if  it  can  be  avoided. 
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81.  Such  risk  arises  when  there  is  some  waiting  period  necessary  before  one 
becomes  eligible  for  unemployment  compensation  and/or  public  assistance. 

82.  Because  it  is  difficult  to  investigate  job  prospects  while  employed  full 
time,  accepting  a  full-time  job  makes  it  likely  that  alternative  full-time  job 
opportunities  will  not  be  known.  Thus,  accepting  a  full-time,  steady  job  risks 
(for  an  indefinite  period)  the  weekly  earnings  on  alternative  job  possibilities. 
This  risk  is  especially  severe  when  a  worker  has  seniority  rights  in  a  job  and 
expects  to  be  called  back. 

83.  I.e.,  a  man  may,  on  a  given  day,  accept  a  low  wage  for  doing  some  odd 
job  which  lasts  only  a  short  time.  As  such  jobs  are  nonrecurrent,  the  process  of 
trial  and  error  by  which  markets  establish  unique  prices  cannot  operate  effec- 
tively, and  a  wide  dispersion  of  wage  rates  may  therefore  exist  at  any  one  time. 

84.  That  is,  SM  is  a  significant  phenomenon  for  established  business  firms 
(and  governments).  However,  it  does  not  inhibit  households  or  fugitive  busi- 
nesses from  paying  as  little  as  the  market  requires. 

85.  This  is  partly  because  the  view  taken  of  wage  theory  does  not  require 
putting  unions  into  the  forefront.  But  it  is  also  to  minimize  overlap  with 
Professor  Hildebrand's  article. 

86.  However,  overt  wage  discrimination  is  either  ruled  out  or  ignored. 

87.  The  principal  investigations  to  which  reference  is  made  are:  A.  M. 
Ross,  "The  Influence  of  Unionism  upon  Earnings,"  Quarterly  Journal  of  Eco- 
nomics, February  1948,  pp.  263-86;  A.  M.  Ross  and  W.  Goldner,  "Forces 
Affecting  the  Inter-Industry  Wage  Structure,"  Quarterly  Journal  of  Economics, 
May  1950,  pp.  254-281;  J.  Garbarino,  "A  Theory  of  Inter-industry  Wage 
Structure  Variations,"  Quarterly  Journal  of  Economics,  May  1950,  pp.  283-305; 
H.  M.  Levinson,  Unionism,  Wage  Trends  and  Income  Distribution  (Ann  Arbor: 
University  of  Michigan  Press,  1951);  and  J.  E.  Maher,  "Union,  Non-union 
Wage  Differentials,"  American  Economic  Review,  June  1956,  pp.  336-52. 
Also,  Clark  Kerr  "Trade  Unionism  and  Distributive  Shares,"  American  Economic 
Review,  May  1954,  pp.  278-316,  and  the  subsequent  discussion,  pp.  317-322. 

There  has  been  an  interesting  debate  recently  between  Friedman  and  Ulman; 
Lloyd  Ulman,  "Marshall  and  Friedman  on  Union  Strength,"  Review  of  Eco- 
nomics and  Statistics,  November  1955,  pp.  384-400;  and  Friedman's  "Com- 
ments," same  issue,  pp.  401-406. 

88.  The  different  groups  of  employers  are  the  employers  in  specified  industries, 
cities,  or  regions. 

89.  For  example,  unions  have  sometimes  "bought"  acceptance  by  refraining 
from  such  demands  as  would  lead  employers  to  resist  unionization.  Conversely, 
a  small  tightly  knit  union  may  by  virtue  of  special  circumstances;  (e.g.  the 
use  of  a  union  label)  be  able  to  obtain  very  great  wage  advantages.  Also  other 
variables  (e.g.  the  ratio  of  labor  to  total  cost,  the  significance  of  inter-industry 
competition)  greatly  affect  the  ability  of  unions  to  raise  wage  rates. 

90.  Selig  Perlman,  A  Theory  of  the  Labor  Movement  (New  York:  Augustus 
Kelly,  1949),  Chapters  VI  and  VII.  This  is  the  other  of  the  two  theories 
mentioned  above.  It  is  not  suggested  that  it  is  necessary  to  choose  between  the 
Perlman  hypothesis  and  believing  that  unions  have  some  differential  effect  upon 
wage  rates.  Clearly,  unions  may  influence  both  wage  and  personnel  policies, 
and  most  of  the  writers  mentioned  in  n.  87  are  well  aware  of  it.  However,  their 
procedure  is  such  as  completely  to  ignore  the  possible  influence  of  unionism 
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upon  hiring  policies,  and  the  necessarily  competitive  effect  of  such  influence  with 
any  effect  upon  hourly  wage  payments. 

91.  For  example,  the  San  Francisco  longshoremen  reserve  certain  easy  jobs 
for  their  elderly  and  infirm  members,  who  receive  the  same  hourly  rate  as  the 
other  workers.  Cf .  C.  F.  Larrowe,  Shape  Up  and  Hiring  Hall  ( Berkeley  and  Los 
Angeles:  University  of  California  Press,  1956),  pp.  141-2.  Another  illustration 
would  be  the  reserving  of  firemen's  jobs  ( on  southern  railroads )  for  white  union 
members. 

92.  E.g.  in  the  south  and/or  in  small  towns. 

93.  N.  W.  Chamberlain,  A  General  Theory  of  Economic  Process  (New  York: 
Harper,  1955),  uses  bargaining  concepts  in  an  extensive  and  interesting  manner. 
However,  a  discussion  of  his  ideas  is  beyond  the  scope  of  this  article.  Other 
recent  writings  on  bargaining  are:  T.  C.  Schelling,  "An  Essay  on  Bargaining," 
American  Economic  Review,  June  1956,  pp.  281-306;  J.  C.  Harsanyi,  "Ap- 
proaches to  the  Bargaining  Problem,"  Econometrica,  April  1956,  pp.  144-57; 
J.  Pen,  "A  General  Theory  of  Bargaining,"  American  Economic  Review,  March 
1952;  C.  M.  Stevens,  "Regarding  the  Determinants  of  Union  Wage  Policy," 
Review  of  Economics  and  Statistics,  August  1953,  pp.  221-28;  M.  W.  Reder, 
'The  Theory  of  Trade  Union  Wage  Policy,"  op.  cit.,  J.  F.  Nash,  Jr.,  "The 
Bargaining  Problem,"  Econometrica,  April  1950,  pp.  155-62.  J.  Pen,  op.  cit., 
contains  extensive  references  to  the  literature  antedating  1950. 

94.  This  implies  that  firms  that  are  "better  able  to  pay"  pay  higher  wages 
than  those  less  able,  but  nothing  more. 

95.  Nevertheless,  many  labor  economists  would  like  to  have  such  a  theory, 
and  some  aver  that  they  adhere  to  a  bargain  theory  (of  wages).  However, 
such  authors  tell  us  (at  most)  what  variables  they  believe  should  be  included 
in  the  theory,  but  not  what  the  theory  would  imply  for  any  given  set  of  facts. 

96.  Clark  Kerr,  "Labor  Markets:  Their  Character  and  Consequences,"  Pro- 
ceedings of  Industrial  Relations  Research  Association  (Champaign,  111.:  In- 
dustrial Relations  Research  Association,  1950),  pp.  52-68,  is  an  interesting 
attempt  to  put  the  two  views  into  proper  perspective  and  synthesize  them. 

97.  Two  outstanding  examples  of  this  attitude  are  Mrs.  Barbara  Wooton, 
The  Social  Foundations  of  Wage  Policy  (New  York:  W.  W.  Norton,  1955)  and 
A.  M.  Ross,  Trade  Union  Wage  Policy  (Berkeley  and  Los  Angeles:  University 
of  California  Press,  1948). 

98.  To  use  Ross'  felicitous  phrase. 

99.  I  lump  together  ethical,  political,  sociological,  job  evaluational,  and 
collective  bargaining  forces  because  (as  yet)  their  differing  implications  (if 
any )  for  wage  behavior  have  not  been  developed.  These  implications  differ  from 
those  of  the  competitive  hypothesis,  but  no  more  than  this  can  be  said. 

A  truly  classic  study  of  how  economic  forces  overcame  the  effect  of  non- 
market  wage  fixing  (in  this  case  by  job  evaluation)  is,  Clark  Kerr  and  L.  H. 
Fisher,  "Effects  of  Environment  and  Administration  on  Job  Evaluation," 
Harvard  Business  Review,  May  1950,  pp.  77-96. 

100.  By  degrees  of  monopoly  and  monopsony  power,  I  refer  to  the  ratios  of 
product  price  to  marginal  cost  and  marginal  value  products  (of  factors)  to 
factor  prices.  Changes  in  the  "propensity  to  maximize"  will  either  be  expressed 
through  these  ratios  or  be  irrelevant  to  our  argument. 

101.  I.e.  should  be  negligible  as  compared  with  changes  in  technology, 
product  demand,  quality  of  the  labor  force. 
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102.  One  important  force  (not  consistent  with  the  competitive  hypothesis) 
which  I  believe  has  altered  wage  structures  over  time  (especially  in  the 
past  25  years)  is  changes  in  SM.  These  changes  have  forced  up  minimum 
(urban)  wage  rates  relative  to  others  thereby  reducing  the  dispersion  of  hourly 
earnings.  The  ending  of  child  labor  and  immigration  and  the  concomitant 
occupational  upgrading  of  women,  is  a  reflection  of  this  change  in  employment 
patterns. 

103.  The  variables  listed  are  those  whose  effects  the  competitive  hypothesis 
does  take  into  account;  i.e.,  the  effects  of  changes  in  tastes,  productive  tech- 
niques, and  resources  (natural  and  human).  It  may  lessen  resistance  to  this 
argument,  if  the  reader  will  bear  in  mind  that  the  "competitive  hypothesis" 
implies  nothing  more  (in  this  context)  than  that  changes  in  wage  structure  are 
determined  by  changes  in  these  factors  rather  than  by  changes  in  others. 

104.  A  test  of  this  would  be  to  study  whether  the  subcontracted  processes 
of  high-wage  firms  tend  to  be  unusually  labor  intensive,  and  whether  the 
subcontractors  tend  to  have  lower  wage  rates. 

105.  Solomon  Fabricant,  Employment  in  Manufacturing,  1899-1939,  (New 
York:  National  Bureau  of  Economic  Research,  1942),  especially  Chapter  4. 
Fabricant's  work  confirms  or  rather  is  consistent  with  the  competitive  hypothesis 
in  the  sense  that  he  attempts  to  explain  (inter  alia)  the  variation  in  the  inter- 
industrial  wage  structure  between  1909  and  1937  in  terms  of  changes  in  man- 
hour  productivity,  product  prices,  changes  of  rates  of  employment,  (i.e.  the 
variables  with  which  the  competitive  hypothesis  operates)  and  not  through 
changes  in  unionism,  concentration  ratios,  and  the  like. 

In  a  recent  study,  Seymour  Melman,  Dynamic  Factors  in  Industrial  Produc- 
tivity, (New  York:  John  Wiley,  1956),  Part  I,  presents  evidence  to  show  how 
relative  labor  and  nonlabor  costs  have  affected  methods  of  production  and 
ratios  of  factors  used  in  England  and  the  United  States.  His  evidence  and 
argument  strongly  support  the  position  taken  here.  The  fact  that  Melman  totally 
ignores  the  theoretical  implications  of  his  argument  may  add  to  its  persuasive- 
ness; he  is  not  grinding  a  "marginalist  axe." 

106.  Reference  is  made  to  the  writings  of  Ross,  Ross  and  Goldner,  Garbarino 
and  Levinson  cited  in  n.  87;  also  to  J.  T.  Dunlop,  "Productivity  and  the  Wage 
Structure,"  pp.  341-62,  in  Income,  Employment  and  Public  Policy:  Essays  in 
Honor  of  A.  H.  Hansen,  (New  York:  W.  W.  Norton,  1948). 

107.  One  recent  study,  Frederic  Meyers  and  Roger  Bowlby,  "The  Inter- 
Industry  Wage  Structure  and  Productivity,"  Industrial  and  Labor  Relations 
Review,  October  1953,  pp.  93-102  has  extended  the  time  periods  studied  and 
found  that  some  of  the  relations  discovered  in  earlier  periods  did  not  hold  in 
later  ones.  A  further  pertinent  criticism  of  these  studies  is  Richard  Perlman, 
"Value  Productivity  and  the  Interindustry  Wage  Structure,"  Industrial  and 
Labor  Relations  Review,  October  1956,  pp.  26-39. 
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THE    ECONOMIC    EFFECTS 

OF    UNIONISM 
BY   GEORGE    H.    HILDEBRAND* 


The  upsurge  of  American  unionism  is  now  nearly  a  quarter- 
century  old.  Looking  at  its  impacts  upon  the  economy,  there  are 
those  who  see  unionism  as  a  promise,  those  who  view  it  as  a  menace, 
and  those  who  think  its  power  largely  illusory.  Partly  this  divergence 
in  views  springs  from  differences  in  speculative  thought.  Partly,  too, 
it  stems  from  the  inherent  technical  difficulty  of  isolating  and  test- 
ing unionism  relative  to  other  major  forces  affecting  the  performance 
of  our  economy. 

Nonetheless  the  past  decade  has  witnessed  a  great  amount  of 
research  and  considerable  progress  in  this  field.  In  this  chapter  I 
propose  to  review  and  to  evaluate  this  work.1  The  approach  will 
recognize  that  unions  exert  their  influence  in  two  major  ways: 
through  the  regulatory  functions  of  collective  bargaining  and 
through  political  action.  As  to  problems,  I  shall  be  concerned  with 
the  impacts  of  unionism  at  certain  key  points  of  national  significance: 
income  distribution,  inflation,  wage  structure,  and  economic  growth 
and  institutions.  Questions  involving  plant  and  community  wage 
structures,  while  important,  will  have  to  be  passed  over  because  they 
involve  local  rather  than  economy- wide  impacts.  Finally,  a  review 

*  Director,  Institute  of  Industrial  Relations,  and  Professor  of  Economics,  University  of 
California,  Los  Angeles. 
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of  this  nature,  while  a  kind  of  stock  taking,  should  not  be  considered 
categorical  or  exhaustive.  If  it  succeeds  in  assessing  our  present 
knowledge  with  reasonable  accuracy,  it  will  have  served  its  purpose. 

THE  DISTRIBUTIVE  IMPACT  OF  UNIONISM 

The  redistributive  potential  of  unionism  is  an  issue  as  old  as  the 
wages  fund  doctrine.  When  the  marginal  productivity  theory  entered 
its  supremacy  with  the  nineties,  the  question  largely  lost  interest, 
mainly  because  the  classical  formulation  of  that  analysis  laid  so  much 
emphasis  upon  the  power  of  competitive  forces  for  determining  the 
level  and  structure  of  wages  and  the  long-run  behavior  of  absolute 
and  relative  shares.  Elasticities  of  factor  demand,  supply,  and  sub- 
stitution were  now  considered  adequate  mechanisms  for  offsetting 
the  monopoly  force  of  unionism.  Small  groups  here  and  there  might 
force  up  their  real  wage  rates  and  possibly  their  income  shares. 
Broadly  pursued,  however,  these  ambitions  would  be  frustrated  by 
the  barriers  imposed  by  a  competitive  economy. 

Hicks's  concession  in  1932  that  broadly  based  unionism  could  en- 
force a  level  of  real  wages  persistently  too  high  for  full  employment 
constituted  a  significant  break  with  the  competitive  tradition.2  Once 
more  the  issue  was  out  in  the  open:  does  unionism  have  the  power 
to  alter  overall  income  distribution?  The  question  was  unintendedly 
opportune,  for  the  great  resurgence  of  American  unionism  was  to 
set  in  at  almost  the  same  time. 

If  unionism  has  this  redistributive  power,  it  should  show  up  in  an 
increase  in  the  employees'  share  of  the  national  income,  in  a  leveling 
of  personal  incomes,  or  both  together.  True,  it  has  been  argued  that 
unionism  has  had  the  concealed  effect  of  preventing  labor  s  share 
from  falling.  However,  as  Levinson  has  pointed  out,3  this  assumes 
that  long-run  capital  investment  has  been  largely  substitutive  for 
labor,  rather  than  complementary  to  it — a  theme  with  overtones  of 
Marx's  impoverishment  of  the  proletariat.  No  evidence  has  yet  been 
advanced  to  show  clear  dominance  of  the  substitution  effect,  and  so 
this  claim  must  fail. 

To  prove  the  redistributive  power  of  unionism,  it  must  also  be 
shown  that  diversion  of  property  income  to  wages,  or  leveling  of 
personal  incomes,  can  be  attributed  directly  to  collective  bargaining 
or  to  the  political  influence  of  unionism,  and  not  to  other  forces. 
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Here  a  caveat  regarding  statistical  procedure  is  in  order.4 

Collective  bargaining  manipulates  the  price  of  labor  relative  to 
those  for  other  factors  of  production.  (1)  To  test  the  impact  of 
bargaining  upon  relative  income  shares,  national  income  should 
include  corporate  profits  before  taxes  and  exclude  inter-share  trans- 
fers. Tax  and  transfer  effects  should  be  examined  relative  to  changes 
in  personal  income  distribution.  (2)  The  income  definition  should 
embrace  private  net  product  only  and  exclude  government,  to  avoid 
serious  statistical  bias  in  favor  of  wages  and  salaries.5  (3)  The 
definition  should  exclude  supervisors'  salaries  and  entrepreneurial 
wages,  since  neither  falls  directly  under  collective  bargaining.  (4) 
To  isolate  the  purely  redistributive  effect  of  collective  bargaining 
in  the  private  sector,  "intraindustry"  shifts  from  property  to  labor 
income  must  be  separated  from  "interindustry"  shifts.  The  latter  are 
merely  the  statistical  result  of  changes  in  the  relative  contributions 
of  high  and  low  labor-using  industries  to  national  product,  rather 
than  changes  in  the  bargaining  power  of  labor  and  capital. 

Findings  of  leading  studies.  Though  unionism  attempts  to  control 
market  forces  to  raise  money  wage  rates,  the  most  significant  fact 
yielded  by  recent  studies  of  income  share  behavior  here  and  in 
England  is  that  thus  far  collective  bargaining  has  had  little  observ- 
able influence  upon  share  distribution.6  Burkhead,  Johnson,  and 
Denison  all  have  found  some  long-run  gain  in  labor's  share,  but 
none  of  them  even  mentions  bargaining  as  a  factor.  Levinson  also 
has  observed  a  secular  increase  and  credits  collective  bargaining 
with  some  influence,  but  only  because  it  was  supported  by  a  pecul- 
iarly favorable  economic  environment.  Phelps  Brown  and  Hart  have 
noted  a  small  long-run  increase  in  the  United  Kingdom  and  reach 
conclusions  similar  to  Levinson's  regarding  the  role  of  bargaining. 

Despite  differences  of  method  and  definition,  all  of  these  studies 
indicate  that  the  upward  shift  in  the  employees'  share  has  been 
relatively  small,  while  showing  the  familiar  inverse  movement  to  the 
business  cycle.  The  authors  explain  its  secular  rise  mainly  by  in- 
fluences extraneous  to  bargaining  itself:  the  great  growth  in  the 
government  sector  of  the  economy  (Johnson,  Denison,  Levinson); 
decline  of  the  proprietorship  industries  and  rise  of  labor-intensive 
production  (Johnson,  Denison,  Levinson);  and  government  policies 
affecting  rents,  the  interest  rate,  and  full  employment  (Levinson, 
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Phelps  Brown,  and  Hart).  Regarding  the  inverse  swing  of  labor's 
relative  share  with  the  business  cycle,  Kerr  suggests  that  through 
relatively  rigid  money  wage  rates  collective  bargaining  introduces 
a  lag  that  heightens  the  rise  of  this  share  in  depressions  and  dampens 
it  during  booms.7  Finally,  it  is  apparent  from  comparison  of  these 
studies  that  wage  gains  over  the  long  run  have  not  directly  cut  into 
the  profits  of  enterprise.  Also,  while  labors  share  has  not  been  stable, 
the  size  of  its  changes  is  significantly  influenced  by  the  statistical 
procedure  employed  in  measuring  national  income. 

Two  of  these  studies  are  explicit  attempts  to  test  the  influence  of 
unionism  upon  share  behavior  and  so  require  further  examination. 
Harold  Levinson's  research  covered  1919-1947  and  1929-1952,  and 
appeared  in  two  separate  papers.  His  procedure  was  to  isolate  the 
private  enterprise  sector  from  government  and  nonprofit  institutions; 
to  separate  "real"  intraindustry  distributional  shifts  from  inter- 
industry weight  shifts  within  the  private  sector;  and  to  break  up 
this  sector  into  union  and  nonunion  segments^ 

For  1919-1929  the  gross  rise  in  labor's  relative  share  of  private 
national  income  was  6.0  percentage  points,  of  which  the  entire  gain 
occurred  between  1919  and  1923.  Interindustry  shifts  were  some- 
what more  influential  than  intraindustry  ones,  but  neither  indicates 
any  major  role  for  union  bargaining  power.8 

Between  1929  and  1952  the  uncorrected  labor  share  in  the  private 
sector  rose  from  55.6  per  cent  to  61.4  per  cent,  while  corporate  profits 
advanced  from  13.1  per  cent  to  16.0  per  cent  and  unincorporated 
business  income  fell  slightly,  from  18.0  to  16.6  per  cent.  Large 
drops  occurred  for  interest — from  5.7  to  1.9  per  cent — and  rent — 
7.6  to  4.1  per  cent.  For  the  entire  private  sector  and  for  the  union 
subsector,  interindustry  weight  shifts  were  about  three  times  as 
strong  as  intraindustry  distributional  shifts  in  producing  the  rise  in 
labor's  relative  share.9 

Of  greatest  interest  is  Levinson's  conclusion  that  the  primary 
causes  of  the  net  rise  in  labor's  relative  share  between  1929  and  1952 
were  government  policy  and  inflation,  with  collective  bargaining  in 
an  ancillary  role.  Low  interest  rates  and  rent  control  reduced  the 
relative  position  of  these  two  shares  by  over  one-half.  Inflation 
augmented  this  decline  and  caused  a  strong  upward  pull  in  the 
union  sector.  Doubtless  unionism  provided  some  political  influence 
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in  favor  of  easy  money  and  rent  control,  though  hardly  a  decisive  one. 
However,  Levinson  thinks  that  through  collective  bargaining  union- 
ism did  play  a  secondary  role:  by  raising  union  wage  rates  relatively 
faster  than  nonunion,  it  was  able  to  capture  the  relative  loss  in  rent 
and  interest  in  the  union  sector.  By  contrast,  this  loss  was  entirely 
converted  to  entrepreneurial  gains  in  the  nonunion  sector,  where 
wages  only  held  their  former  relative  position.10  Yet  despite  union 
wage  pressure,  profits  also  showed  relative  improvement,  which 
suggests  to  Levinson  that  profit-maximizing  continues  to  dominate 
business  behavior — an  inference  that  is  not  altogether  convincing. 
On  the  same  ground  he  also  suggests  that  monopsony  and  kinked 
oligopoly  demand  for  labor  are  not  rampant  in  the  economy. 

The  second  study  is  that  of  E.  H.  Phelps  Brown  and  P.  E.  Hart, 
who  examined  the  behavior  of  the  wage  share  in  the  United  King- 
dom between  1870  and  1950.  Taking  Keynes's  contention  in  1939  that 
the  stability  of  labor's  share  was  a  surprising  but  well-established 
fact,  they  found  that  the  net  changes  occurring  were  not  great 
in  view  of  significant  intraindustry  shifts  and  a  large  secular  rise  in 
money  wages.11  Excluding  salaries,  wages  rose  from  38.6  per  cent 
of  national  income  in  1870  to  only  41.9  per  cent  in  1950,  ranging 
from  a  high  of  42.7  per  cent  in  1893  to  a  low  of  36.6  per  cent  in 
1913.12  The  trend  and  range  of  these  fluctuations  are  both  small 
enough  to  warrant  conclusion  that  the  wage  share  has  been  fairly 
stable  throughout. 

In  part  this  stability  is  the  statistical  effect  of  the  behavior  of  wages 
relative  to  profits  and  of  profits  and  wages  together  relative  to 
national  income.  When  wages  fell  relative  to  wages  plus  profits, 
wages  and  profits  together  rose  as  a  share  of  national  income,  and 
vice  versa.  Since  World  War  II  wages  have  risen  about  2.5  percent- 
age points  as  an  income  share,  but  at  the  expense  of  rents  and  salaries 
and  not  of  profits.  Phelps  Brown  and  Hart  also  think  that  stability 
of  the  wage  share  has  been  helped  by  a  strong  tendency  of  firms  to 
maintain  a  given  cost-price  relationship  during  a  given  stage  of  the 
business  cycle,  protecting  their  margins  when  wages  underwent 
sharp  changes. 

To  test  the  redistributive  force  of  unionism,  the  authors  plotted 
the  relationship  of  wages  as  a  relative  share  to  wage-earners  as  a 
proportion  of  the  total  occupied  population.  Sharp  deviations  from 
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a  line  of  proportionality  between  wages  as  a  relative  share  and  wage- 
earners  as  a  proportion  of  the  occupied  population  apparently  would 
indicate  heightened  or  weakened  union  wage  pressure.  The  union 
variable  appears  decisive  in  four  periods:  1870-1872  and  1888-1889, 
when  unions  waxed  in  growth  and  initiative  and  labor's  share  jumped 
upward,  and  1903-1905  and  1926-1928,  when  unionism  was  weakened 
and  the  wage  share  dropped  disproportionately.  However,  there 
are  other  periods  when  the  union  variable  strengthened  or  weakened 
but  the  wage  share  showed  no  deviations.  Thus  variations  in  the 
strength  of  unionism  alone  are  not  sufficient  to  explain  major  shifts 
in  wages  as  a  relative  share. 

What  remains  is  variance  in  the  ability  of  firms  to  protect  or 
increase  their  profit  margins,  given  changes  in  union  wage  pressure. 
Weak  product  markets  enforce  a  wage-price  squeeze  or  a  matching 
decline  in  prices  with  wages;  strong  product  markets  permit  a 
widened  price- wage  spread  or  pro  rata  price  increases.  Thus  in 
some  periods  unionism  could  effect  an  increase  in  the  wage  share 
and  in  others  it  could  not.  In  some  periods  a  weakening  of  unionism 
led  to  a  drop  in  the  wage  share,  while  in  others  it  did  not.  Obviously 
the  economic  environment  also  was  influential — in  affecting  the 
strength  of  unionism  through  demand  for  labor  (mainly  cyclical) 
and  in  affecting  the  strength  of  the  product  market  (cyclical  and 
structural).13 

There  is  little  evidence  in  these  studies  to  support  the  inference 
that  collective  bargaining  has  significantly  increased  labor's  relative 
share  of  the  national  income  or  has  diverted  profits  to  wages.14  Nor 
is  there  convincing  support  for  the  thesis  that  collective  bargaining 
has  checked  an  otherwise  inevitable  decline  in  labor's  relative  share 
— inevitable  because  the  rapid  rise  in  capital  investment  per  worker 
is  supposedly  labor-displacing  in  character. 

However,  unionism  also  has  political  influence.  Undoubtedly  it 
has  helped  to  shape  government  policies  that  in  turn  have  affected 
income  shares.  By  pressing  strongly  for  the  postwar  full  employment 
program  even  at  the  risk  of  some  inflation,  the  unions  have  helped 
invoke  policies  that  may  perhaps  have  increased  labor's  absolute 
income  share  by  preventing  serious  slumps,  though  the  inflationary 
phases  may  have  aided  profits  at  the  expense  of  wages.  Price  control 
probably  checked  a  decline  in  labor's  relative  share  during  World 
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along  with  them,  real  wages;  yet  the  profits  share  could  be  main- 
tained by  labor-saving  substitutions  and  price  increases. 

If  entrepreneurs  retain  sufficient  freedom  to  adjust  and  to  innovate 
and  the  innovations  are  adequately  forthcoming,  collective  bargain- 
ing seems  unable  to  alter  distributive  shares  greatly.  To  defeat  the 
market  the  unions  would  have  to  follow  one  of  Kerr's  three  courses. 
They  might  invoke  a  diabolical  combination  of  direct  price  controls 
with  wages  left  free  and  under  sustained  inflationary  pressure, 
squeezing  profits  down  at  the  probable  risk  of  reduced  total  output. 
Or  they  might  push  for  devices  to  reduce  management  discretion 
and  force  a  change  in  relative  shares  at  the  plant  level — all  or  nothing 
bargains,  profit-sharing,  or  joint  control  of  inputs,  output,  prices,  and 
shares.  Or,  last,  the  unions  might  pursue  "fair  shares"  via  a  govern- 
ment-imposed tax- transfer  mechanism  that  radically  alters  primary 
income  distribution — presuming,  of  course,  they  have  the  political 
power. 

So  far,  American  experience  suggests  that  diabolical  price  control 
could  occur  only  in  a  wartime  economy,  if  even  then,  while  an  all- 
out  "fair  shares"  fiscal  program  is  a  speculative  possibility  only  likely 
in  a  radically  changed  economic  environment  such  as  a  serious  de- 
pression. Any  union  effort  to  change  relative  shares  by  deliberately 
curtailing  managerial  discretion  through  collective  bargaining  would 
conflict  with  the  American  union  tradition  of  limited  objectives, 
which  emphasizes  independence  from  managerial  responsibilities. 
Accordingly,  so  long  as  the  economic  environment  continues  to  yield 
favorable  returns  to  labor  it  seems  unlikely  that  the  unions  would 
shift  their  goals  to  radical  policies  of  redistribution.  Both  member- 
ship motivation  and  the  requisite  economic  and  political  power  are 
lacking.  More  likely  the  unions  will  continue  to  follow  their  cus- 
tomary practice  of  demanding  a  share  of  the  fruits  of  progress 
through  higher  wages,  shorter  hours,  and  other  benefits,  allowing 
management  adequate  scope  and  incentive  for  the  innovations 
required.  / 

THE  INFLATIONARY  IMPACT  OF  UNIONISM 

Although  union  wage  pressure  has  not  significantly  redistributed 
income,  it  has  been  charged  with  forcing  up  the  money  wage  level 
at  an  inflationary  rate.  Two  developments  projected  the  issue  of 
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unionism's  inflationary  potential:  the  postwar  rise  in  wages  and 
prices  and  the  emergence  of  fiscal-monetary  programs  to  achieve  and 
maintain  full  employment.  Within  this  issue  are  four  major  prob- 
lems, each  of  which  calls  for  evaluation. 

First,  to  what  extent  were  the  often  dramatic  wage  increases 
negotiated  in  collective  bargaining  during  1945-1948  an  independent 
factor  in  the  rise  of  prices  in  that  period?  Second,  is  inflation  to  be 
explained  as  a  product  of  a  "cost-push"  or  of  a  "demand-pull,"  or 
is  there  any  real  difference  between  the  two  causal  accounts?  Third, 
does  official  guarantee  of  full  employment  necessarily  invoke  wage 
inflation  and,  through  wage  inflation,  price  inflation?  And,  fourth, 
does  the  emergence  of  strong  unionism  in  the  United  States  threaten 
permanent  inflationary  bias  for  the  future? 

Unionism  and  the  1945-1948  inflation.  Though  this  issue  itself  is 
rather  stale  today,  it  aroused  a  great  deal  of  professional  discussion 
at  the  time,  partly  because  the  wage  increases  then  negotiated  were 
large  and  partly  because  they  were  gained  in  an  unprecedented  wave 
of  great  strikes.  Further,  even  if  the  issue  itself  is  now  dated,  it  still 
poses  important  questions  concerning  the  causal  analysis  of  inflation. 

Expressions  of  professional  opinion  at  the  time  uniformly  stressed 
monetary  forces  as  the  root  of  the  inflation,  though  the  suggestion 
was  common  that  aggressive  unionism  strengthened  the  rate  of  in- 
crease in  the  price  level.  For  example,  Hardy  contended  early  in 
1946  that  government-encouraged  wage  increases  were  becoming  a 
primary  source  of  inflationary  pressure,  given  the  monopoly  power 
of  the  unions  and  the  absence  of  marked  unemployment.  However, 
he  emphasized  excessive  money  supply  as  the  basic  cause,  even  hold- 
ing that  wage  pressure  itself  was  "largely  due  to  competition  for 
labor."23 

Slichter  and  Haberler  expressed  views  similar  to  Hardy's  in  1948, 
pointing  to  increased  money  supply  as  the  main  problem,  but  charg- 
ing the  unions  with  partial  responsibility  through  exacting  wage  in- 
creases in  excess  of  rising  productivity.  Kalecki  and  Hansen  took  a 
different  position,  viewing  the  wage  increases  more  as  the  effect  of 
decontrol  of  prices  than  as  an  independent  force.  Bronfenbrenner 
was  impressed  by  the  monopoly  power  of  unionism,  which  he 
viewed  as  pushing  up  prices  by  forcing  up  wage  costs  and  as  pulling 
them  up  even  more  through  the  income  effect  of  wage  gains — all 
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fostered  by  government  help,  easy  money,  and  full  employment.24 

More  recent  literature  does  not  wholly  exclude  unionism  as  a 
factor.  However,  the  temporary  dissolution  of  wage  pressure  with 
the  1948-1949  recession  seems  to  have  strengthened  preference  for 
an  almost  purely  monetary  explanation  of  inflation.  With  this  shift 
of  emphasis  unionism  recedes  into  the  background,  to  become 
neither  sufficient  nor  necessary  for  a  broad  rise  in  the  price  level. 

Both  Morton  and  Friedman  have  given  forceful  expression  of  this 
view.  According  to  Morton,  the  postwar  rise  in  the  wage  and  price 
level  was  no  more  caused  by  labor  leaders  than  by  business  "prof- 
iteers."25 To  hold  the  contrary  is  to  interpret  the  wage-price  spiral 
as  a  cause  of  inflation  when  in  fact  it  is  only  a  description  of  the 
process.  Behind  the  spiral  was  excessive  creation  of  money,  which 
invoked  a  powerful  demand-pull  for  labor  and  goods.  As  demand 
curves  shifted  upwards,  their  negative  slopes  ceased  to  restrain 
sellers  effectively.  Unions  could  base  their  wage  claims  on  a  rising 
cost  of  living,  ability  to  pay,  and  "orbits  of  coercive  comparison" 
(Ross),  without  fear  of  unemployment.26  Employers  could  base 
price  increases  on  higher  wage  costs.  Behind  these  events  was  an 
attempt  of  the  community  to  increase  real  consumption  and  invest- 
ment beyond  current  productive  capacity — an  attempt  fed  by  greatly 
increased  cash  balances  during  wartime,  augmented  by  further  ex- 
pansion of  bank  credit  after  1945.  If  there  had  been  no  unions,  wages 
would  have  risen  perhaps  even  faster  because  no  lag  would  have 
been  imposed  by  collective  agreements.  If  the  fiscal  and  monetary 
authorities  had  stopped  the  expansion  of  money  supply,  the  inflation 
could  eventually  have  been  halted.  However,  they  refused  to  risk 
unemployment. 

Given  this  monetary  policy,  Morton  concluded  that  it  was  un- 
realistic to  expect  the  unions  to  sacrifice  themselves  in  a  vain  effort 
to  stabilize  the  price  level.  Likewise  it  was  wrong  to  blame  the 
unions  for  the  problem  and  disastrous  counsel  to  recommend  de- 
struction of  their  market  power  in  a  futile  and  dangerous  quest  for 
stability. 

Friedman  took  a  similar  position,  though  he  addressed  himself  to 
the  larger  question  of  the  impact  of  unionism  on  wages  during  three 
wars.27  Like  Morton  he  contended  that  unionism  influences  the 
structure,  rather  than  the  level,  of  wages.  Comparative  wage  be- 
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havior  in  the  Civil  War,  World  War  I,  and  World  War  II  shows 
general  similarity,  despite  great  differences  in  union  membership 
and  organizational  coverage.  Between  1939  and  1948,  unorganized 
groups  such  as  farm  workers  and  domestic  servants  enjoyed  relative 
increases  in  annual  earnings  as  large  as  or  even  larger  than  those 
gained  in  the  highly  unionized  sectors  of  the  economy.  In  Fried- 
man's opinion,  union  power  had  been  greatly  exaggerated.  During 
1945-1948,  the  main  inflationary  force  was  aggregate  money  demand, 
rather  than  upward  wage  pressure.  In  fact,  he  argued  that  "weak" 
unions  such  as  the  automobile  and  steel  workers  actually  had  held 
down  wages,  by  contract  ceilings,  a  novel  version  of  the  wage-lag 
hypothesis.28  The  real  danger,  Friedman  thought,  is  not  that  strong 
unions  can  produce  inflation,  but  that  inflation  affords  them  oppor- 
tunity for  an  illusory  show  of  strength  that  in  turn  increases  their 
political  power.  Then  through  political  influence  the  unions  might 
invoke  continued  inflationary  policies,  following  this  by  inducing 
government  to  introduce  a  system  of  direct  controls  with  longer- 
term  collectivist  implications  for  our  society. 

Demand-pull  vs.  cost-push  versions  of  inflation.  Despite  differences 
of  view  regarding  the  importance  of  unionism  as  an  independent 
and  supplementary  factor,  there  is  broad  agreement  that  monetary 
forces  were  the  underlying  cause  of  the  postwar  inflation  and,  in- 
deed, are  so  for  all  inflations.  Monetary  expansion,  for  whatever 
reason,  is  the  essential  permissive  condition.  This  suggests  that  the 
issue  between  the  "demand-pull"  and  "cost-push"  versions  is  a 
spurious  one.  What  is  really  at  issue  is  whether  the  fiscal-monetary 
authorities  have  lost  control  of  the  money  supply. 

Those  who  affirm  the  cost-push  view  assume  that  since  full  em- 
ployment must  be  maintained,  the  money  supply  must  be  increased 
to  accommodate  whatever  level  of  wages  and  prices  organized  sellers 
may  choose  to  enforce.  This  inverts  the  causal  order  of  events  from 
the  usual  quantity  approach,  making  the  wage  increase  the  initiating 
factor  and  the  money  supply  a  residual  determined  by  wage-price 
behavior.  With  varying  pessimism  cost-push  advocates  also  assume 
that  unions  will  probably  push  up  the  wage  level  faster  than  the 
average  rate  of  increase  in  the  physical  productivity  of  labor,  a  pos- 
sibility mentioned  by  Lord  Beveridge  as  early  as  1945.29 

Slichter's  version  (1948)  of  the  cost-push  doctrine  shows  explicitly 
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how  unions  are  supposed  to  behave  in  the  new  world  of  guaranteed 
full  employment: 

No  longer  are  wage  movements  explained  in  the  main  by  the  demand 
for  labor.  More  and  more,  wages  are  the  result  of  the  wage  policies  of 
trade  unions  and  more  and  more  they  are  a  determinant  of  prices  rather 
than  being  determined  by  them. 

The  rise  of  unions  has  created  a  new  type  of  economy  ...  in  which 
the  supply  price  of  labor  responds  far  more  readily  than  ever  before 
to  increases  in  the  demand  for  labor  and  in  which,  indeed,  the  supply 
price  of  labor  may  rise  quite  independently  of  the  demand  for  labor.30 

Interpreting  the  wage  inflation  problem  in  the  United  Kingdom  in 
1955,  Hicks  neatly  summarized  the  monetary  implications  of  the 
cost-push  concept:  "Instead  of  actual  wages  having  to  adjust  them- 
selves to  an  equilibrium  level,  monetary  policy  adjusts  the  equi- 
librium level  of  money  wages  ...  to  make  it  conform  to  the  actual 
level."31 

Slichter's  unexpressed  major  premise  is  that  labor  demand,  and 
back  of  this  monetary  policy,  will  not  check  wage-raising  by  the 
unions,  while  Hicks's  is  that  in  a  regime  of  full  employment  unions 
will  force  up  wages  faster  than  productivity.  Put  together,  the  argu- 
ment is  simply  that  when  full  employment  is  an  imperative  the 
monetary  authorities  become  the  captives  of  monopoly  groups.  In 
turn  these  groups  will  force  an  inflationary  fiscal-monetary  policy 
upon  the  nation.  Grant  the  premises  and  it  follows  that  inflation  is 
the  penalty  for  continued  growth  and  viability  in  an  economy  of 
power  groups.  So  stated,  the  position  can  be  reconciled  with  Fried- 
man's or  Morton's,  for  the  monetary  mechanism  is  central  to  both. 
Where  they  diverge  is  in  Friedman's  and  Morton's  claim  that  unions 
impose  a  wage  lag  rather  than  a  wage  lead,  an  assumption  that 
actually  disposes  of  the  whole  cost-push  problem. 

At  the  same  time,  the  cost-push  spiral  should  not  be  confused 
with  inflations  generated  strictly  from  the  demand  side,  by  deficit- 
spending  as  in  wartime,  by  a  large  carryover  of  involuntarily  accu- 
mulated liquid  assets  as  followed  World  War  II,  or  by  a  traditional 
private  credit  boom  as  occurred  in  1950-1951  and  1955- 1956.32  Here 
fiscal-monetary  policy  is  the  active  factor,  initiating  a  demand  pull 
that  draws  up  wages  and  prices.  Inflations  of  this  type  also  exhibit 
wage-price  spirals.  However,  unions  and  other  organized  sellers  are 
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not  necessary  to  produce  this  kind  of  spiral;  indeed,  it  is  not  even 
sure  that  their  presence  would  actually  accelerate  the  wage-price 
advance. 

By  contrast,  in  a  genuine  cost-push  inflation  fiscal-monetary  policy 
is  a  passive  force,  expanding  the  money  supply  to  maintain  aggre- 
gate demand  for  labor  and  for  goods  as  unions  and  other  groups 
force  wages  and  prices  above  equilibrium  levels.  Monetary  expan- 
sion may  occur  through  enlarged  borrowings  by  firms  to  meet  higher 
costs  for  payrolls  and  materials  or  through  an  increased  cash  deficit 
of  the  government  to  prevent  or  overcome  unemployment.  Without 
this  accommodating  monetary  expansion,  the  wage-price  spiral 
would  soon  terminate:  rising  prices  would  reduce  sales  and  falling 
sales  would  cause  production  cut-backs  and  reduced  employment.33 
The  employers  would  increase  their  resistance  to  union  wage  de- 
mands, to  protect  their  shrinking  profit  margins.  The  unionists  them- 
selves would  temper  their  demands  at  the  same  time,  taking  cog- 
nizance of  increased  unemployment  and  a  deteriorating  general 
outlook. 

Summed  up,  therefore,  the  heart  of  the  cost-push  problem  lies  in 
an  unconditional  government  guarantee  of  full  employment  and  in  a 
strong  and  well-based  trade  union  movement,  determined  to  force  up 
wage  costs  at  a  faster  rate  than  the  increase  in  man-hour  produc- 
tivity. 

Unionism,  full  employment,  and  inflation.  Those  who  have  claimed 
that  a  full  employment  policy  may  produce  a  wage-cost  push  leading 
to  inflation  have  pointed  to  the  increased  bargaining  power  of 
unionism  as  the  main  threat.  As  noted  earlier,  Beveridge  himself 
thought  this  a  danger,  attributing  it  to  uncoordinated  and  competi- 
tive sectional  bargaining  and  calling  for  an  undefined  rule  of  reason 
to  guide  a  centralized  wage  policy.  If  reason  were  to  fail,  Beveridge 
reluctantly  concluded  that  wages  and  prices  would  have  to  be  fixed 
by  the  state.34 

Writing  at  the  end  of  three  years  of  postwar  inflation,  Lindblom 
went  even  further,  finding  a  basic  incompatibility  between  modern 
unionism  and  private  enterprise  and  holding  variously  that  unionism 
had  created  inflation  and  unemployment,  now  produces  these  effects, 
and/or  will  produce  them  throughout  the  economy.  In  his  opinion, 
full  employment  with  price  stability  is  inconsistent  with  the  inevi- 
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tably  unstabilizing  impacts  of  wage-setting  under  collective  bar- 
gaining.35 With  differing  degrees  of  optimism  or  pessimism,  many 
others  have  also  held  that  commitment  to  a  full  employment  pro- 
gram carries  the  risk  of  union-imposed  inflationary  wage  pressure.36 
Out  of  these  varying  calculations  of  risk  there  emerged  in  the  early 
postwar  years  a  rash  of  proposals  for  preventing  wage  pressure: 
break-up  of  the  unions,  limitation  of  collective  bargaining  to  the 
plant  level,  prohibition  of  industry-wide  strikes,  government  regula- 
tion of  wages  and  prices,  adoption  of  a  centralized  national  wage 
policy  by  the  unions,  tougher  bargaining  by  employers,  use  of  fiscal- 
monetary  policy  to  soften  labor  and  product  markets,  and  outright 
abandonment  of  full  employment  as  a  goal.  More  recently  these  pro- 
posals have  fallen  into  desuetude  once  the  early  postwar  stabilization 
crisis  had  passed  into  history. 

Probably  influenced  by  the  disappearance  of  wage  pressure  during 
the  mild  recessions  of  1949  and  1954,  some  observers  have  arrived  at 
a  less  pessimistic  view  of  the  problem  of  wage  stability  with  full 
employment.  For  example,  Rees  has  suggested  that  stability  is  pos- 
sible if  the  target  is  not  too  high  a  level  of  full  employment.37  By 
contrast,  the  definitions  advanced  by  Beveridge  and  by  the  United 
Nations  study  group  really  propose  over-full  employment  and  call 
for  fiscal-monetary  expansion  sufficient  to  create  an  excess  total  de- 
mand for  both  goods  and  for  labor.  The  resulting  demand-pull  would 
readily  start  up  a  wage-price  spiral  for  which  it  would  be  easy  but 
irrelevant  to  blame  the  unions  and  collective  bargaining.  If,  instead, 
Ohlin's  more  moderate  objective  were  pursued — the  highest  level 
of  employment  compatible  with  a  stable  price  level — then  the  un- 
employment rate  could  still  be  as  low  as  4  or  5  per  cent  of  the  labor 
force,  probably  without  inflationary  wage  pressure. 

This  position  assumes  that  at  the  critical  minimum  rate  of  un- 
employment union  expectations  of  wage  increases  will  not  exceed 
the  rise  in  labor  productivity,  which  is  a  way  of  saying  that  a  socially 
tolerable  margin  of  unemployment  will  adequately  police  the  union 
demands.  Obviously  too,  the  context  is  relevant:  stability  must  not  be 
threatened  by  production  bottlenecks,  by  a  carryover  of  excess 
liquid  assets,  or  by  eruption  of  a  private  credit  boom.  Finally,  the 
wage  structure  itself  cannot  be  out  of  balance  in  the  sense  that  large 
gains  won  by  particular  unions  do  not  spread  over  the  whole  system, 
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raising  the  entire  wage  level  "to  preserve  customary  differentials." 
As  Hicks  suggests,  absence  of  structural  equilibrium  because  of  dis- 
tortions introduced  by  World  War  II  lies  back  of  inflationary  wage 
pressure  in  the  United  Kingdom  today,  though  there  the  difficulties 
are  made  worse  by  over-full  employment,  excess  liquid  assets,  and 
an  acute  foreign  balance  problem. 

Recent  studies  have  shown  that  the  full  employment  problem  is 
far  more  complex  in  countries  heavily  dependent  upon  foreign  trade, 
where  in  turn  wage-fixing  by  unionism  acquires  added  importance. 
As  Despres,  Kindleberger,  and  Fellner  have  pointed  out,  the  price  of 
labor  may  be  set  too  high  relative  to  the  prices  of  other  factors  of 
production,  hence  be  out  of  line  with  relative  factor  supplies.38  If, 
nonetheless,  the  country  seeks  to  achieve  or  maintain  full  employ- 
ment, it  will  also  suffer  an  acute  foreign  balance  problem.  If  it  at- 
tempts deflation  to  eliminate  the  deficit  in  its  current  account,  it  will 
then  face  a  problem  of  unemployment.  Given  the  presence  of  a 
strong  trade  union  movement,  determined  to  keep  or  to  reach  full 
employment  and  equally  determined  to  increase  rather  than  lower 
money  wages,  the  classical  corrective  of  deflation  cannot  be  fol- 
lowed. In  result  the  imbalance  in  relative  factor  prices  will  have  to 
be  corrected  by  increasing  labor  productivity  through  increased 
capital  supply  and  investment.  Otherwise  labor  will  be  redundant 
and  unemployment  will  be  a  problem.  If,  further,  as  postwar  Italy 
well  illustrates,  internal  capital  formation  is  inadequate,  increase  of 
capital  supply  will  require  substantial  investment  from  abroad.39 
Failing  adequate  foreign  investment,  union  wage  policy  leads  either 
to  unemployment  or  to  a  foreign  balance  problem,  if  not  both  to- 
gether. Thus  the  pursuit  of  full  employment  in  countries  heavily 
dependent  upon  foreign  trade  poses  special  difficulties  not  present 
in  the  United  States. 

Unionism  and  long-run  inflationary  bias.  Now  that  unionism  em- 
braces at  least  one-third  of  all  wage  and  salary  workers  and  is  dom- 
inant in  many  strategic  sectors  of  the  American  economy,  may  we 
expect  widespread  and  persistent  wage  pressure,  resulting  at  least  in 
a  slow  secular  rise  in  the  price  level? 

Slichter  thinks  the  answer  is  yes.40  However,  his  reasoning  does 
not  rest  exclusively  on  unionism,  though  he  sees  it  as  an  independent 
force  of  some  inflationary  power.  Added  to  unionism  are  other 
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market  forces  which  have  exerted  inflationary  pressure  on  the  wage 
level  for  many  decades.  Overall  labor  supply  has  been  affected  by 
the  fall  of  immigration  and  the  great  reduction  in  the  reservoir  of 
farm  labor.  Through  interrelated  labor  supply  conditions,  industries 
that  have  varied  greatly  in  economic  status  have  nonetheless  expe- 
rienced roughly  similar  wage  movements,  largely  because  laggard 
groups  withhold  efficiency  ( or  withdraw  from  unfavorable  markets ) , 
forcing  wage  adjustments  to  keep  pace  with  others.  In  more  recent 
times,  powerful  unionism  has  supplied  a  new  force,  functioning  as 
a  pace-setter  by  pushing  up  wages  faster  than  productivity  gains. 
These  gains  have  then  spread  to  nonunion  groups  and  the  whole 
wage  level  has  moved  upward  at  an  inflationary  rate.  All  these 
factors  together  have  meant  that  wages  are  much  more  responsive  to 
increases  in  demand,  and  much  less  so  to  decreases.41 

The  key  to  Slichter's  position  is  his  contention  that  monetary 
policy  cannot  be  used  to  check  inflationary  pressure  because  un- 
employment is  wasteful — in  other  words,  full  employment  must  be 
guaranteed  at  whatever  cost.  Union  pressure  will  then  augment  the 
increasing  "natural"  scarcity  of  labor  and  the  wage  level  will  rise 
at  an  excessive  rate. 

For  the  long  run,  this  projected  behavior  of  the  wage  level  sug- 
gests a  series  of  step-like  advances,  having  an  upward  trend  exceed- 
ing the  2.5  or  3  per  cent  offset  from  average  annual  increases  in  labor 
productivity.  During  expansion  phases,  monetary  conditions  would 
permit  key  unions  to  push  up  wage  costs  rather  rapidly,  say  by  6  to 
10  per  cent,  as  during  1953-1956.  Adverse  movements  of  labor  supply 
and  fear  of  unionism  would  then  transmit  these  gains  to  the  non- 
union sectors,  very  likely  helped  by  statutory  increases  in  minimum 
wages.  In  recessions  unionism  generally  would  follow  a  no-cuts 
policy,  shoring  up  wages  all  around.  Thus  each  successive  business 
expansion  would  set  out  with  a  wage  level  higher  than  before,  and 
the  trend  would  slowly  force  up  the  price  level.  What  we  have,  there- 
fore, is  a  cost-push  version  of  secular  inflation  that  assumes  an  ac- 
commodating fiscal-monetary  policy.  However,  the  process  is  inten- 
sified by  persistent  market  factors  operating  on  labor  supply. 

Arguing  strictly  from  the  side  of  demand,  Christenson  holds  that 
collective  bargaining  cannot  of  itself  increase  employment  or  the 
wage  bill.42  It  can  only  act  in  response  to  monetary  forces  already 
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operative,  which  in  substance  is  Slichter's  position  too.  However, 
Christenson  doubts  that  collective  bargaining  can  significantly  affect 
the  rate  of  inflation.  Between  1941  and  1948  he  thinks  the  wage  level 
actually  fell  behind  the  price  level.  But  the  crux  of  his  difference 
with  Slichter  is  his  belief  that  continuous  full  employment  is  neither 
likely  nor  desirable;  even  if  it  were  continuous  any  ensuing  infla- 
tionary movement  would  still  be  chargeable  to  fiscal-monetary  causes 
and  not  to  collective  bargaining  as  such.  Unionism  has  only  an  in- 
direct role  and  a  small  one:  it  might  join  support  of  an  excessive 
expansion  of  money  supply. 

Christenson,  Friedman,  Morton,  and  Rees  really  do  not  overthrow 
Slichter's  long-run  prognosis.  Rather,  they  deny  that  unionism  has 
contributed  significantly  to  short  periods  of  rapid  inflation  in  the 
past,  though  even  here  Rees  finds  it  difficult  to  accept  Friedman's 
suggestion  that  most  unions  have  actually  imposed  a  drag  on  ad- 
vances of  the  wage  level.  Clearly  there  is  nothing  in  their  arguments 
to  rebut  the  possibility  of  creeping  inflation,  if  one  assumes  an  ac- 
commodating fiscal-monetary  policy,  favorable  long-run  conditions 
for  private  investment,  and  a  persistent  cost-push  from  the  union 
sector.  Public  commitment  to  full  employment  and  easy  money  is 
very  strong  today.  Unionism  is  now  an  important  political  force  and 
favors  this  position.  Even  if  at  times  private  business  were  unwilling 
to  expand  working  capital,  payroll  expenditure,  and  investment 
when  wages  and  prices  were  rising,  strong  political  pressure  for 
deficit  spending  would  soon  appear.  There  is  also  some  possibility 
of  increasing  relative  scarcity  of  labor  over  the  next  decade,  reflecting 
the  low  birth  rates  in  the  thirties,  lower  age  of  retirement,  and 
lengthier  schooling  periods. 

Assuming  adequate  economic  expansion  in  the  future,  creeping 
inflation  seems  inevitable,  for  postwar  experience  so  far  indicates 
that  the  unions  will  not  be  content  with  annual  wage  increases  no 
greater  than  the  rise  of  labor  productivity.  Nor  does  more  restrictive 
monetary  management  seem  politically  likely  in  these  times. 

THE  ALLOCATTVE  IMPACT  OF  UNIONISM 

The  influence  of  unionism  and  collective  bargaining  upon  relative 
wages  is  a  question  of  large  scope,  ranging  from  the  job-rate  struc- 
ture within  the  single  plant  to  international  comparisons  of  workers' 
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earnings.  Since  the  focus  here  centers  upon  the  national  economy, 
attention  will  be  directed  to  studies  of  the  impacts  of  unionism  upon 
three  key  dimensions  of  the  wage  structure:  interindustrial,  occu- 
pational, and  interregional  wage  differences. 

At  least  four  typical  and  to  some  extent  divergent  views  have  de- 
veloped concerning  the  effects  of  unionism  upon  these  major  ele- 
ments of  wage  structure.  Though  it  has  by  no  means  gone  unchal- 
lenged, there  exists  within  the  tradition  of  neo-classical  economics 
the  view  that  the  main  effect  of  union  wage-setting  is  distortion  of 
a  more  or  less  competitively  determined  system  of  relative  wages. 
Deformation  of  this  "natural"  wage  structure  assertedly  leads  to  an 
uneconomic  distribution  of  the  labor  force,  greater  income  in- 
equality among  wage-earners,  and  lower  aggregate  economic  wel- 
fare. By  contrast,  an  alternative  position  has  also  emerged  that  con- 
tends that  the  "natural"  nonunion  wage  structure  is  largely  monop- 
sonistic  rather  than  competitive.  Here  collective  bargaining  operates 
mainly  to  achieve  a  somewhat  more  competitive  wage  structure, 
correcting  the  distortions  "naturally"  invoked  by  imperfections  of 
the  labor  market  itself.  Still  another  view  goes  more  directly  to  the 
question:  is  unionism  a  source  of  wage  advantage,  relative  either  to 
pre-existing  competitive  or  monopsony  wages?  Finally,  there  is  also 
the  traditional  claim  of  unionism  that  collective  bargaining  is  a 
direct  route  to  the  conquest  of  poverty  because  it  raises  the  money 
and  real  wages  of  low-income  workers. 

Full  review  of  these  ideas  is  impossible  here,  though  some  further 
discussion  of  the  distortion  question  is  made  relevant  by  the  large 
amount  of  recent  empirical  research  bearing  upon  the  issue.  In  addi- 
tion, this  research  throws  considerable  light  upon  related  problems, 
such  as  unionism  as  a  source  of  wage  advantage,  as  a  corrective  for 
low  wages,  and  as  a  cause  for  relative  compression  of  skill  differen- 
tials and  interregional  wage  differences. 

Probably  the  leading  critic  of  unionism  from  the  standpoint  of 
structural  distortion  was  the  late  Henry  Simons.43  To  Simons,  wage 
distortion  was  an  inevitable  side-effect  of  the  rise  of  union  power, 
of  which  the  end  result  would  be  a  planless  syndicalism,  incom- 
patible with  the  survival  of  free  institutions.  Simons  saw  unionism  as 
a  special  kind  of  producer  monopoly,  probably  more  menacing  than 
all  the  others.  It  is  anti-competitive  in  intent  and  in  effect  and  so 
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conflicts  directly  with  consumer  interests,  which  he  considered  pri- 
mary for  economic  policy.  There  is  a  problem  of  income  inequality, 
but  for  Simons  it  could  not  be  solved  by  union  wage-setting,  because 
unionism  only  makes  "high  wages  higher  and  low  wages  lower."  By 
distorting  the  wage  structure  through  direct  controls  over  entry  or 
by  forcing  wages  above  the  competitive  level,  unionism  reduces  total 
wage  income  and  at  the  same  time  injures  consumers.  Though 
Simons'  main  concern  was  with  the  kind  of  society  unionism  would 
eventually  produce,  he  suggests  that  en  route  it  warps  the  inter- 
industrial  wage  structure,  upsets  normal  relationships  among  occu- 
pational rates,  and,  with  the  aid  of  government  policy,  hampers  ex- 
pansion in  low- wage  areas.  Thus  unionism  conflicts  with  the  interests 
of  nonunion  workers,  workers  in  economically  weak  unions,  and  all 
consumers. 

Slichter  and  Lindblom  also  have  argued  deductively  that  unionism 
twists  the  wage  structure  in  economically  undesirable  ways.44  Slich- 
ter holds  that  the  decentralized  nature  of  collective  bargaining  makes 
for  a  haphazard  and  uneconomic  wage  structure.  This  leads  to  a 
"bad"  distribution  of  the  labor  force,  imperfect  utilization  of  workers, 
and  a  "bad"  product  mix.  Judged  by  these  effects  alone,  unionism  is 
an  economically  dubious  institution.  However,  Slichter  has  long 
emphasized  unique  benefits  of  unionism  as  well,  some  of  which  he 
thinks  involve  economic  gains.  In  his  opinion  collective  bargaining 
brings  a  better  balance  of  interests  as  between  workers  and  con- 
sumers, also  improving  plant  administration  and  stimulating  tech- 
nological progress.  This  suggests  that  the  consumers'  welfare  opti- 
mum is  too  narrow  and  arbitrary  a  standard  from  which  to  evaluate 
unionism,  but  that  even  on  this  standard  there  are  offsetting  gains 
to  be  found. 

Lindblom's  analysis  closely  parallels  Simons':  it  rests  upon  de- 
ductive demonstration  and  reaches  similar  conclusions.  The  same 
strategic  assumption  is  common  to  both:  unions  are  effective  monop- 
olies. Therefore  they  choke  off  the  growth  of  enterprise  and  force  an 
uneconomic  distribution  of  resources. 

As  Dunlop  has  contended,  the  case  for  serious  wage  distortion  re- 
quires factual  proof  rather  than  purely  deductive  reasoning.45  After 
all,  competitive  forces  still  may  impose  strong  restraints  upon  the 
wage-raising  power  of  unions:  competition  of  nonunion  firms  in  the 
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earnings  with  changes  in  output  per  man-hour  for  the  same  period, 
further  testing  the  relationships  against  extent  of  unionization  ( 1941 
data )  and  degree  of  product-market  concentration  ( 1935  data ) .  Al- 
though he  found  the  direct  relationship  between  unionism  and  earn- 
ings "rather  vague/'  Garbarino  concluded  somewhat  inconsistently 
that  unionism,  taken  together  with  productivity  and  concentration, 
"will  be  capable  of  explaining  the  major  portion  of  differential  move- 
ments/'56 However,  Meyers  and  Bowlby  tested  the  productivity 
factor  further,  by  extending  the  original  period  to  1950,  finding  that 
after  1933  the  rank  correlation  coefficients  fall  well  below  the  sig- 
nificant level.  They  conclude  that  Dunlop  and  Garbarino  have  not 
developed  an  adequate  theory  of  interindustry  wage  movements.57 

In  a  recent  study,  Cullen  abandoned  the  hourly  earnings  approach 
and  instead  used  average  annual  earnings  in  84  manufacturing  in- 
dustries continuously  reported  by  the  Census  for  1899-1947.  Rank 
correlation  indicated  high  stability  in  the  ordering  of  industries 
throughout  ( +  .73 ) ,  while  measures  of  dispersion  suggested  that 
compression  of  the  range  between  1939  and  1947  merely  restored 
the  pattern  prevailing  before  1930.  Cullen  recognized  that  his  pro- 
cedure excludes  new  or  extinct  industries,  a  limitation  of  some  im- 
portance. Other  qualifications  involve  possible  lack  of  correspond- 
ence between  changes  in  annual  and  hourly  earnings  (not  found 
significant  on  test  for  later  period),  and  the  possible  influence  of 
changing  skill-mixes  upon  relative  changes  in  earnings  ( not  thought 
likely  by  Cullen ) .  Given  the  stability  and  persistent  range  of  the 
interindustry  structure  over  five  decades,  union  wage-raising  does 
not  seem  to  have  leveled  up  the  low-wage  industries  either  in  rank  or 
in  relative  wages  paid,  though  Woytinsky's  evidence  does  show  pro- 
nounced relative  narrowing  between  1929  and  1950.58 

Taken  as  a  whole,  these  studies  indicate  a  limited  and  probably 
minor  impact  of  unionism,  inadequate  to  justify  fears  of  distortion. 
The  explanation  lies  in  a  combination  of  union  motivations,  govern- 
ment policy,  and  market  forces.  On  the  side  of  motivation,  new  and 
growing  unions  are  likely  to  be  more  aggressive  about  wage  in- 
creases. However,  as  Kerr  points  out,  beyond  the  local  labor  market 
area  the  motivatingjorce  of  wage  comparisons  declines,59  save  in 
times  of  inflation.  ^Interindustry  wage  comparisons  normally  have 
little  tangibility  as  a  symbol  for  union  policy,  because  bargains  must 
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take  account  of  variance  in  economic  conditions  by  industry:  product 
markets,  skill-mixes,  working  conditions,  cost  ratios,  and  value 
productivities^jThese  factors,  as  economists  have  emphasized  for 
decades,  impose  limits  upon  wage-raising.  If  certain  unions  tempo- 
rarily push  forward,  the  gap  is  again  closed  through  higher  statutory 
minimum  wages,  unemployment  benefits,  and  various  forms  of 
sympathetic  pressure — demand  pull  on  all  wages  and  induced  labor 
supply  shifts  during  expansions,  and  employer  fears  of  union- 
ization.60 Thus  modern  unionism  has  not  produced  a  "seismic  dis- 
ruption" ( Reynolds )  of  the  interindustry  wage  structure,  and  seems 
unlikely  to  in  the  future.  Indeed  it  may  well  improve  it  when  it  is 
recognized  that  the  actual  nonunion  structure  has  never  corre- 
sponded with  what  would  have  prevailed  if  competition  had  ever 
been  perfect.,^ 

■',  Tfie  occupational  wage  structure.  Although  there  are  exceptions, 
compression  of  relative  occupational  differentials  has  occurred  in 
many  countries.  In  some  cases  (United  States,  United  Kingdom,  and 
New  Zealand),  the  process  has  been  going  on  for  a  long  time.  In 
others  relative  narrowing  has  been  noted  from  the  onset  of  World 
War  II  (France,  Italy,  Austria,  West  Germany,  Netherlands,  Nor- 
way, and  Switzerland).61  Even  the  centrally  controlled  economy  of 
the  Soviet  Union  has  not  been  exempt.  However,  relative  com- 
pression has  not  been  universal.  Oxnam's  data  suggest  no  significant 
changes  for  Australia  between  the  twenties  and  1948,  while  Kerr 
cites  Denmark,  where  craft  unionism  is  unusually  strong,  as  another 
instance.62 

Ober  found  for  the  United  States  that  on  the  average  the  earnings 
of  skilled  workers  in  manufacturing  had  fallen  from  a  level  about  100 
per  cent  above  the  unskilled  in  1907  to  55  per  cent  in  1947.  In  the 
building  trades,  journeymen  had  an  average  advantage  of  85  per 
cent  over  unskilled  laborers  in  1907,  as  against  43  per  cent  in  1947. 
According  to  Douty,  BLS  evidence  indicates  further  relative  narrow- 
ing to  1953,  in  both  of  Ober's  main  categories.63  For  the  United  King- 
dom, Knowles  and  Robertson  noted  rises  averaging  about  one-quarter 
in  the  ratios  of  unskilled  to  skilled  time  rates  in  building,  shipbuild- 
ing, engineering,  and  on  the  railways  between  1880-1885  and  1950. 
They  observed  similar  tendencies  in  various  specialized  industries 
between  1929  and  1950.  In  France  and  Italy,  where  inflation  since 
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and  high  employment.  Concentrating  upon  the  United  States,  Ober 
and  Douty  emphasize  market  forces,  inflation,  and  government 
policy,  with  unionism  in  a  secondary  role.  Reder  contends  that  com- 
pression can  be  fully  explained  by  market  factors  alone,  without 
direct  appeal  to  union  or  government  policies:  these  policies  could 
only  persist  because  they  proved  compatible  with  the  developing 
structure  of  employer  demand  for  labor.  On  similar  grounds,  Kerr 
thinks  the  union  impact  has  seldom  been  major,  with  market  forces 
primary,  suggesting  that  unionism  may  well  resist  compression  at 
some  future  point.  Reynolds  and  Taft  regard  market  forces  and 
inflation  as  primary;  while  they  consider  the  net  impact  of  unionism 
has  favored  narrowing,  they  think  it  slight  though  of  greater  weight 
than  Kerr  assigns  it.68 

A  summary  judgment  suggests  that  the  primary  forces  producing 
compression  have  been  economic,  aided  to  some  extent  by  the  rise 
of  equalitarian  sentiment  as  expressed  by  government  and  union 
policies,  particularly  during  inflation.  Even  these  leveling  policies 
have,  in  the  long  run,  proved  consistent  with  economic  forces. 
Unionism  as  such  has  played  a  subordinate  and  relatively  small  role 
in  the  United  States,  but  a  stronger  one  abroad,  where  inflation  has 
been  more  severe,  bargaining  systems  in  some  cases  far  more  cen- 
tralized, unionization  more  complete,  and  union  growth  has  pre- 
sented different  problems.69  Within  the  United  States  unionism  has 
not  deliberately  sought  to  narrow  relative  occupational  differentials 
but  instead  has  contributed  indirectly  to  compression  by  a  policy  of 
flat-rate  increases  pursued  since  1941  for  other  reasons.  As  the  failure 
of  serious  shortages  of  skilled  workers  to  appear  in  peacetime  indi- 
cates, relative  compression  fostered  by  the  American  unions  has  not 
conflicted  with  market  forces,  but  instead  has  worked  in  the  same 
direction.  Indeed,  unionism  has  probably  had  greater  impact  in 
simplifying  job  structures  and  in  diversifying  wage  compensation, 
adding  many  new  fringe  items  to  the  base  rate. 

Interregional  wage  structure.  Although  interregional  wage  dif- 
ferences are  by  no  means  unique  to  the  United  States,  they  have 
long  commanded  particular  interest  in  this  country  among  econ- 
omists and  union  and  business  leaders.  With  great  consistency,  at- 
tention has  focused  upon  the  North-South  differential,  viewed  as  the 
difference  in  overall  average  hourly  earnings  within  individual  in- 
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dustries  common  to  the  South  and  other  regions,  or  as  the  difference 
in  average  occupational  earnings,  by  industry  and  by  skill  level,  as 
between  the  South  and  other  regions. 

On  the  basis  of  relative  earnings  by  industry,  the  South  ranks 
lowest  and  the  Pacific  states  highest.  However,  the  scale  of  this 
differential  varies  considerably:  the  South  actually  was  ahead  of 
certain  other  regions  in  1945-1946  in  pulp  and  paper,  cigar  making, 
and  seamless  hosiery.  Where  the  industry  is  predominantly  South- 
ern, the  gap  tended  to  be  lower,  save  for  furniture  and  cotton  gar- 
ments. In  highly  unionized  industries  such  as  basic  steel,  flat  and 
flint  glass,  automobiles,  aircraft,  rayon,  rubber,  meat  packing,  and 
bituminous  coal  (underground)  mining,  the  differential  had  either 
disappeared  or  was  rapidly  closing  by  the  end  of  World  War  II. 
However,  union  scale  rates  in  Southern  building  and  printing  trades 
were  below  those  in  the  North  except  in  the  smallest  cities.70 

From  the  standpoint  of  relative  earnings  by  occupation,  Ober  and 
Glasser  found  that  the  South  ranked  lowest,  for  skilled,  semiskilled, 
and  unskilled  groups  alike.  By  individual  industries  the  same  rela- 
tionship held  in  more  than  half  the  cases,  again  at  all  skill  levels.71 
To  some  extent,  the  North-South  gap  was  greater  for  unskilled 
workers,  while  the  skill  differential  within  the  South  was  greater 
than  for  other  regions — both  reflecting  traditionally  lower  educa- 
tional standards,  racial  barriers,  and  relatively  fewer  semiskilled 
jobs.72 

Viewed  from  a  time  dimension,  North-South  percentage  differen- 
tials have  narrowed  since  1932,  in  manufacturing,  building  con- 
struction, printing,  and  farming.73  According  to  Bloch,  whose  study 
was  based  on  occupational  averages,  relative  narrowing  between 
1932  and  1945-1946  merely  restored  the  differential  prevailing  in 
1919.  In  1907  the  Far  West  averaged  51  per  cent  above  the  South 
(Northeast  =  100).  By  1932  the  Far  West  had  risen  to  53  per  cent, 
as  the  South  lost  ground  during  the  twenties  and  in  the  depression. 
By  1945-1946,  the  South's  disadvantage  had  fallen  to  about  35  per 
cent,  as  against  32  per  cent  in  1919.  Narrowing  occurred  for  skilled, 
semiskilled,  and  unskilled  male  jobs,  and  generally  for  all  female 
jobs.  Viewing  the  problem  with  evidence  terminating  in  1946,  Bloch 
concluded  that  narrowing  after  1932  could  not  be  attributed  to 
long-run  forces.  Rather,  he  credited  it  to  minimum  wage  legislation, 
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full  employment,  and  the  spread  of  unionism.74  Since  these  forces 
have  continued  to  operate  during  the  postwar  decade,  further  rela- 
tive narrowing  is  probable  for  this  latter  period. 

The  persistence  of  widespread  Southern  differentials,  by  industry, 
occupation,  and  skill  level,  in  part  reflects  the  continuing  vitality  of 
localized  wage-setting  in  the  South,  as  Bloch  suggested  in  1948. 
Behind  this  fact  other  forces  can  be  found  that  account  for  this 
vitality.  Higher  birth  rates  and  lower  value  productivity  in  Southern 
agriculture  have  operated  through  labor  supply  to  depress  wage 
rates  in  nearby  towns  and  cities.  Until  recently,  much  Southern 
industry  has  been  decentralized  and  served  local  product  markets, 
or  was  concentrated  in  soft  goods,  turned  out  by  many  small  firms 
with  high  labor  cost  ratios  and  aggressive  price  competition.  While 
movements  of  Southern  labor  outward  to  the  North  and  West  and 
of  capital  into  the  South  have  long  contributed  to  some  reduction 
of  the  wage  gap,  until  recently  at  least  they  have  not  proved  strong 
enough  in  themselves.  At  the  same  time  the  South  has  lagged  in 
local  protective  labor  legislation.  Finally,  unionism  in  the  South 
traditionally  has  been  weak  and  uneven. 

Within  the  past  two  decades,  however,  the  Southern  differential 
has  been  contracting,  under  the  pressure  of  economic  and  social- 
political  forces.  On  the  economic  side,  full  employment  has  tightened 
labor  supply  while  the  dispersion  of  national  industries  and  the 
relative  growth  of  industry  in  the  South  have  greatly  increased  local 
labor  demands.  Several  high-wage  industries  have  become  prominent 
in  the  region — chemicals,  glass,  automobiles,  aircraft,  and  rayon.75 
Frequently  this  expansion  has  involved  branch  plants,  with  the 
introduction  of  Northern  wage  scales  either  by  company  policy  or  by 
parallel  extension  of  national  unionism.  At  the  same  time,  the  unions 
have  been  active  in  eliminating  or  sharply  reducing  differentials  in 
basic  steel,  rubber,  glass,  meat  packing,  and  bituminous  coal.76 
Finally,  federal  minimum  wage  and  collective  bargaining  legislation 
has  also  moved  in  the  same  direction,  stimulated  by  the  political 
force  of  modern  unionism. 

The  contribution  of  collective  bargaining  to  narrowing  of  the 
South's  wage  disadvantage  has  been  concentrated  mainly  in  in- 
dustries with  national  or  interregional  product  markets  and  wage 
bargains  of  parallel  scope.  This  fact  accords  well  with  Kerr's 
hypothesis  that  the  union  incentive  for  wage  uniformity  tends  to 
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decrease  with  extension  of  the  horizon  of  wage  comparisons  from 
the  local  area  to  wider  geographic  ranges,  while  the  power  re- 
quirements for  such  extension  necessarily  increase  at  the  same  time. 
Decrease  of  incentive  occurs  because  dissimilarities  now  displace 
similarities  in  wage  comparisons — differences  in  product  markets, 
living  costs,  and  labor  productivity.  Increased  power  becomes  neces- 
sary because  the  whole  industry  must  be  organized  and  the  em- 
ployers must  be  compelled  to  bargain  on  an  interregional  or  national 
level.  Where  product  markets  are  local,  employer  resistance  is 
greater  while  union  incentive  is  less.77  Thus  the  force  of  unionism 
for  reducing  North-South  differentials  appears  centered  in  those 
Southern  industries  having  national  or  interregional  product  markets, 
and  where  the  union  has  not  had  to  struggle  with  the  problem  of 
incomplete  unionization.  While  no  extensive  research  has  appeared 
in  this  field  for  nearly  a  decade,  it  seems  safe  to  say  that  postwar 
unionism  has  been  important  for  further  narrowing  of  the  Southern 
differential,  aided  by  closer  integration  of  the  Southern  economy 
with  the  rest  of  the  country  and  recent  federal  minimum  wage 
legislation.78 

There  is  also  some  doubt  that  unionism  has  forced  high-wage  un- 
employment upon  Southern  labor.  Lester  has  forcefully  questioned 
that  Southern  factory  labor  is  less  efficient  or  that  less  capital  is  used 
per  worker  there.79  If  so,  economic  justification  for  lower  wage  rates 
in  national  market  industries  in  the  South  must  rest  upon  greater 
elasticity  of  labor  supply  there,  which  is  not  easy  to  prove.  Beyond 
this,  it  might  be  argued  that  unionism  has  blocked  the  outward 
migration  of  Southern  labor,  by  imposing  uneconomically  high  wages 
elsewhere.  However,  such  migration  has  been  going  on  significantly 
for  many  decades,  without  invoking  chronic  unemployment  in  the 
host  areas.  If  unionism  has  distorted  the  interregional  wage  structure, 
the  effects  are  limited  and  speculative,  perhaps  entailing  some  down- 
grading of  job  opportunities  for  migratory  Southern  labor.  When  this 
possibility  is  weighed  against  well-established  imperfections  in 
nonunion  labor  markets  everywhere,  the  overall  distorting  impact 
of  unionism  appears  almost  negligible. 

THE  IMPACT  OF  UNIONISM  UPON  ECONOMIC  INSTITUTIONS  AND  GROWTH 

So  far  we  have  considered  the  impacts  of  unionism  upon  the  price 
of  labor,  and,  through  this,  upon  the  distribution  of  income,  inflation, 
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and  the  allocation  of  the  labor  force.  However,  just  as  economics 
itself  involves  more  than  the  single  dimension  of  price,  the  economic 
"reach"  of  unionism  goes  well  beyond  wages  alone.  It  has  strongly 
affected  the  workings  of  the  labor  market,  the  structure  of  wage 
compensation,  and  the  system  of  social  security.  Beyond  these, 
unionism  has  influenced  the  rate  of  growth  of  our  whole  economy. 
Although  research  into  most  of  these  questions  is  still  limited  because 
the  impacts  themselves  are  only  now  coming  to  be  recognized,  no 
survey  of  the  economic  effects  of  unionism  would  be  complete  with- 
out them. 

Organization  of  the  labor  market.  A  growing  economy  inevitably 
invokes  continuous  shifting  in  the  pattern  of  industry  and  occupa- 
tions, not  to  mention  shifts  in  the  geographic  distribution  of  employ- 
ment. Without  labor  mobility  a  flexible  economy  could  not  exist. 
Here  the  contribution  of  modern  unionism  has  been  a  mixed  one.  It 
has  improved  the  organization  of  the  labor  market  itself.  At  the  same 
time  it  has  helped  reduce  the  interplant  mobility  of  workers  while 
probably  increasing  vertical  mobility  within  the  plant. 

So  far  as  the  training  of  new  recruits  to  the  labor  force  is  con- 
cerned, the  main  contribution  of  collective  bargaining  has  been  the 
development  of  apprenticeship  systems,  particularly  in  the  craft 
trades.  Beyond  this,  most  unions  also  operate  as  labor  exchanges  for 
the  referral  of  new  recruits  to  jobs.  However,  these  functions  of 
unionism  are  often  overlooked,  and  instead  some  economists  have 
frequently  emphasized  the  barriers  unions  impose  against  the 
various  types  of  labor  mobility.  Here  the  wage  distortion  obstacle 
to  employability  is  commonly  cited,  along  with  restrictive  admissions 
policies.  But  the  evidence  so  far  indicates  that  collective  bargaining 
has  not  seriously  distorted  the  wage  structure,  which  suggests  that 
the  monopoly  wage  barrier  is  of  limited  overall  importance.  On  the 
contrary,  there  is  evidence  that  exclusionary  practices  have  long 
been  followed  by  some  craft  unions,  where  wage  distortion  has  had 
some  practical  significance.  However,  Summers'  careful  study  of  the 
problem  showed  that  in  1946  only  a  small  minority  of  all  unions 
practiced  exclusion,  so  again  the  overall  impact  has  probably  been 
minor  at  best.80 

At  the  same  time,  craft  unions  undoubtedly  have  increased  the 
horizontal  mobility  of  workers  within  the  same  occupation,  parti- 
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cularly  in  casual  trades,  serving  as  labor  exchanges  to  improve  the 
organization  of  local  labor  markets  and  to  increase  the  utilization  of 
skilled  labor.  By  contrast,  industrial  unions  probably  have  further 
reduced  the  lateral  mobility  of  workers  from  employer  to  employer, 
while  fostering  vertical  mobility  within  the  plant,  up  the  occupa- 
tional ladder.  They  have  accomplished  this  with  the  seniority  rule 
and  negotiation  of  an  impressive  array  of  fringe  benefits.  Seniority 
in  promotions,  layoffs,  and  recalls  increases  job  security  and  helps 
tie  the  employee  to  the  plant.  It  also  leads  to  the  rule  of  hiring  in  at 
the  bottom  with  promotions  from  within.  Fringe  benefits  also  in- 
crease attachment  to  the  plant,  particularly  where  the  scale  of 
particular  benefits  is  geared  to  length  of  service,  as  in  paid  vacations, 
pensions,  and  eligibility  provisions  for  health  and  layoff  compensa- 
tion plans.81 

However,  the  lower  interfirm  mobility  of  the  industrial  worker 
cannot  be  wholly  attributed  to  collective  bargaining.  To  some  extent 
it  is  a  "natural"  phenomenon,  even  in  nonunion  companies.  Most 
industrial  jobs  are  not  casual.  Also,  once  employed  the  industrial 
worker  usually  ceases  to  be  an  active  job-shopper  and  quickly  loses 
his  propensity  to  move.82  Finally,  union  and  nonunion  industrial 
employers  alike  prefer  to  develop  a  permanent  labor  force,  by  pro- 
moting from  within.  However,  the  recent  spread  of  industrial 
unionism,  with  its  strong  emphasis  upon  job  security,  has  un- 
doubtedly further  reduced  the  interplant  mobility  of  the  industrial 
worker. 

The  changing  structure  of  wage  compensation  and  the  emergence 
of  private  social  security  systems.  The  traditional  conception  of  the 
labor  bargain  contemplated  the  wage  as  payment  for  a  unit  of  time 
or  of  product,  though  the  salaried  employee  often  enjoyed  certain 
side-benefits  or  gratuities  paternally  conferred  by  the  employer  in 
deference  to  the  higher  social  prestige  of  the  white  collar  man  in 
the  occupational  hierarchy. 

Within  the  past  twenty  years  something  close  to  a  revolution  has 
been  wrought  in  the  concept  of  the  wage  bargain,  largely  as  the 
manual  worker  has  found  power  in  the  vehicle  of  modern  unionism. 
This  revolution  has  been  undertaken  with  the  innocuous  and  some- 
what misleading  term  of  "fringe"  benefits — innocuous  because  these 
benefits  are  rapidly  coming  to  embrace  a  complete  system  of  income 
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security  for  the  industrial  worker,  and  misleading  because  fringe 
costs  are  no  longer  marginal  items  but  are  estimated  today  at  be- 
tween 15  and  20  per  cent  of  total  payroll  with  every  indication  of 
going  much  higher.83 

Arthur  Ross  has  pointed  out  the  main  reasons  for  the  rapid  spread 
of  fringe  benefits  in  recent  times.84  They  enable  the  manual  worker 
to  achieve  the  long-envied  status  of  the  white  collar  worker  (paid 
vacations  and  holidays ) .  They  meet  the  intense  demand  for  security 
of  income  against  common  hazards  ( health,  welfare,  retirement,  and 
now  supplemental  layoff  pay  plans).  They  are  a  convenient  device 
for  achieving  the  traditional  aims  of  limiting  and  regulating  working 
hours  ( premium  pay ) .  They  enable  the  union  to  strengthen  its  stand- 
ing with  its  members,  as  promoter  and  administrator  of  benefits. 
And  probably  foremost,  fringe  benefits  reflect  a  much  deeper  change 
in  the  sentiments  of  the  working  population:  the  rise  of  the  doctrine 
of  the  plant  as  a  community,  where  the  employer  assumes  broad 
obligations  to  his  employees,  introducing  a  relationship  similar  to 
that  implicit  in  the  social  protections  extended  by  the  feudal  lord  in 
manorial  times. 

Through  the  agency  of  fringe  benefits  a  whole  system  of  private 
social  security  has  been  negotiated  in  collective  bargaining.  Accord- 
ing to  the  BLS,  in  1954  there  were  almost  7  million  union  members 
covered  by  combination  health,  insurance,  and  pension  plans,  while 
over  4  million  more  were  embraced  by  health  and  insurance  plans 
only.  By  contrast,  only  a  half -million  workers  were  involved  in  such 
plans  in  1945 — only  5  per  cent  of  the  1954  total.85  The  spread  of 
these  plans  signifies  the  building  up  of  a  private  security  system 
supplemental  to  that  provided  by  public  law  and  indicating  both  the 
failure  of  the  public  system  to  adjust  benefits  upward  with  inflation 
and  at  the  same  time  the  widening  range  and  increasing  scale  of 
security  provisions  demanded  by  the  American  worker. 

Beyond  straight  fringe  benefits,  a  number  of  unions  have  success- 
fully negotiated  cost-of-living  wage  escalator  clauses,  while  a  few 
such  as  the  United  Automobile  Workers  have  obtained  automatic 
wage  adjustments  to  reflect  a  productivity  increase  or  "improve- 
ment factor."  Both  developments  further  complicate  the  wage  system, 
tending  to  make  wage-setting  a  product  of  statistical  mechanisms 
rather  than  direct  bargaining.  On  the  other  side,  the  spread  of 
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unionism  has  also  fostered  simplicity,  by  introducing  simplified  job 
structures  and  uniform  job  rates  into  the  plant. 

The  spread  of  the  fringes  and  the  growing  diversity  of  the  entire 
system  of  employee  compensation  have  been  changes  wrought 
mainly  if  not  predominantly  by  unionism — directly  through  col- 
lective bargaining  and  indirectly  through  legislation  affecting  pre- 
mium pay  and  social  security  benefits.  Granted  that  in  part  fringe 
benefits  are  alternatives  to  wage  increases  an  employer  might  well 
have  conceded  even  without  any  union,  the  group  nature  of  most  of 
these  benefits  puts  them  largely  in  the  category  of  provisions 
uniquely  attainable  through  collective  bargaining  or  legislation. 
Ordinarily,  the  readily  replaceable  individual  employee  is  no  more 
able  to  negotiate  his  own  medical  plan  with  the  employer  than  to 
achieve  a  rearrangement  of  shift  hours,  if  only  because  to  concede 
him  such  benefits  is  normally  to  run  the  risk  of  extending  them  to  the 
whole  group,  incurring  costs  having  a  scale  far  in  excess  of  the 
marginal  worth  of  the  particular  employee.  Though  there  are  ex- 
ceptions to  this  contention,  it  seems  quite  reasonable  to  conclude  that 
the  revolution  in  wage  compensation  since  1940  is  one  of  the  major 
economic  impacts  of  the  new  American  unionism. 

Economic  growth.  Among  the  obvious  indicators  of  growth  are 
increasing  productivity  per  worker  and  rising  income  per  head  of 
population.  For  realization  they  require  a  flexible  economy,  increas- 
ing efficiency  of  enterprise,  an  adequate  and  well-sustained  rate  of 
saving  and  investment,  and  continuing  innovations  in  production 
and  work  methods.  Clearly,  a  strong  union  movement  can  affect  all 
of  these  strategic  factors  in  progress.  However,  the  present  state  of 
research  in  this  area  suggests  that  there  is  a  good  deal  less  clarity 
about  the  net  impact  of  unionism,  perhaps  because  it  is  so  difficult  to 
isolate  its  specific  influence. 

To  illustrate,  one  can  interpret  the  regulation  of  the  employment 
relationship  by  collective  bargaining  either  as  an  ever  increasing 
web  of  restrictive  rules,  certain  in  the  end  to  paralyze  entrepreneur- 
ship  almost  completely,  or  as  a  contribution  to  worker  morale  whose 
probable  outcome  is  increased  incentive  to  work.  To  Lindblom,  col- 
lective bargaining  has  already  slowed  progress  and  in  the  future 
will  probably  become  an  even  greater  obstacle,  because  it  dis- 
organizes managerial  authority,  cripples  investment,  and  promotes 


132  A  DECADE  OF  INDUSTRIAL  RELATIONS  RESEARCH 

restrictive  bilateral  monopolies.86  Though  he  sees  some  economic 
gains  from  it,  Reynolds  thinks  it  "probable  that  collective  bargaining 
has  reduced  national  output  below  what  it  otherwise  would  be,  by 
reducing  labor  supply  and  by  retarding  the  advance  of  output  per 
man-hour/'87  Yet  Shister  finds  the  impact  of  collective  bargaining 
'lias  been  relatively  negligible."88  By  contrast,  Slichter  holds  that  the 
improved  balance  of  interests  that  collective  bargaining  establishes 
between  workers  and  consumers  "yields  a  larger  net  output  than 
would  have  resulted  from  individual  bargaining."89  Obviously  the 
whole  issue  is  moot. 

Though  the  morale  argument  rests  upon  intangibles,  there  is 
strong  ground  for  Slichter's  conviction  that  worker  incentives  have 
been  improved  by  the  introduction  of  grievance  machinery,  im- 
proved plant  communications  under  the  shop  steward  system,  equal 
division  of  work  on  layoffs,  special  protections  for  older  workers,  and 
rationalization  of  the  internal  wage  structure.  However,  there  is  a 
negative  side,  in  what  Slichter  terms  costly  rules  of  low  benefit  even 
to  the  employees.  Among  these  he  includes  exclusively  controlled 
hiring  halls,  rigid  and  obsolete  working  rules,  restrictions  on  output, 
promotions  by  strict  seniority,  and  contractual  restraint  upon  man- 
agerial initiative.  There  can  be  little  doubt  that,  coupled  with 
standard  rates,  promotions  by  strict  seniority  weaken  incentives  by 
divorcing  them  from  rewards.90 

The  regulatory  functions  of  collective  bargaining  have  been 
directed  to  the  control  of  personnel  actions  of  the  employer,  rather 
than  to  a  deep  penetration  into  all  phases  of  managerial  decision- 
making. So  far,  at  least,  this  emerging  system  of  rules  for  the 
governance  of  the  employment  relationship  has  not  had  perceptibly 
adverse  effects  upon  the  overall  growth  of  labor  productivity,  granted 
that  discretion  has  been  reduced  in  the  management  of  employees. 

Even  the  contraction  of  managerial  discretion  in  the  personnel 
field  has  not  been  entirely  negative  in  its  bearing  upon  economic 
growth.  The  probable  improvement  of  worker  morale  must  be 
matched  against  restraints  that  reduce  plant  efficiency.  Even  some 
of  the  restraints  themselves,  for  example  a  lower  pace  of  daily  work, 
may  increase  the  aggregate  productivity  of  the  worker  over  his 
whole  working  life.91  Unrestricted  competition  does  not  maximize 
returns  in  all  instances.  Moreover,  any  reasonable  evaluation  of  the 
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regulatory  impacts  of  collective  bargaining  must  set  out  from  a 
broader  standard  than  the  consumers'  interest  alone.  If  the  con- 
sumer optimum  were  all  that  counted  in  welfare,  children  would 
still  be  working  in  coal  mines  at  the  age  of  six.  As  Slichter  has 
emphasized  for  many  years,  workers  have  special  interests  as 
workers.92  They  embrace  the  conditions  under  which  men  work, 
including  the  policies  that  guide  management's  personnel  actions. 
At  stake  are  certain  non-pecuniary  values  centering  on  job  satisfac- 
tions.93 These  are  not  adequately  promoted  or  protected  by  com- 
petition in  the  labor  market.  Yet  they  lie  at  the  core  of  a  humane 
industrial  civilization  and  are  not  to  be  disregarded  by  exclusive 
emphasis  upon  a  narrow  canon  of  maximum  consumer  welfare. 

Beyond  the  efficiency  of  the  enterprise,  there  is  the  question  of  the 
influence  of  unionism  upon  investment  and  innovation.  Here,  too, 
the  answer  is  mixed,  largely  because  the  issues  are  still  confined  to 
the  realm  of  speculation.  On  the  one  side  it  can  be  argued  force- 
fully that  unions  discourage  investment  by  their  hostility  to  profits, 
which  they  express  through  aggressive  wage  policies,  and  by  their 
evident  political  ability  to  obtain  equalitarian  tax  and  transfer 
legislation.94  On  the  other  it  can  also  be  persuasively  contended  that 
union  pressure  on  wages,  aided  by  political  pressure  for  full  employ- 
ment with  inflation,  encourages  investment  and  innovation,  stabiliz- 
ing the  rate  of  growth  in  the  economy  as  a  whole  and  accelerating  the 
rise  of  labor  productivity.  So  far  as  innovations  are  concerned,  it 
has  been  argued  convincingly  that  unions  no  longer  attempt  to 
obstruct  technological  change  in  any  major  way,  because  they  see 
clearly  the  link  to  productivity  increases  and  larger  wage  con- 
cessions.95 By  contrast,  it  has  also  been  contended  that  the  unions 
are  steadily  increasing  the  costs  of  change,  in  a  quest  for  complete 
security  from  the  losses  change  necessarily  creates. 

What  this  welter  of  conflicting  opinions  actually  calls  for  above  all 
else  is  extensive  research  to  test  inductively  the  hypotheses  implicit 
to  them.  For  example,  we  can  be  reasonably  sure  now  that  modern 
American  unionism  rarely  resorts  to  direct  obstruction  of  innovations. 
Yet  we  know  much  less  about  indirect  economic  obstruction,  imposed 
by  raising  the  costs  of  change. 

More  certitude  is  possible  regarding  the  influence  of  the  unions 
upon  the  supply  of  labor.  For  decades  they  have  been  successful 
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in  slowing  the  natural  growth  of  labor  supply — by  reducing  hours, 
extending  education  and  lengthening  the  school  leaving  age,  aiding 
the  movement  to  reduce  immigration,  and  shortening  the  age  of 
retirement.  With  the  drive  for  fringe  benefits  since  1940,  the  unions 
have  achieved  further  cuts  in  annual  working  hours,  through  in- 
creases of  paid  vacations  and  holidays.  Outside  of  agriculture, 
annual  hours  per  worker  have  been  falling  about  1  per  cent  a  year. 

What  these  developments  signify  is  less  working  hours  for  the 
worker  over  his  entire  working  life  and  reduced  participation  of  the 
population  in  the  labor  force.  A  lower  participation  rate  means  less 
productive  workers  per  unit  of  total  population.  Reduced  working 
hours  mean  less  total  output,  for  the  reductions  are  now  largely  in 
the  realm  where  they  are  uncompensated  by  collateral  induced 
improvements  in  worker  efficiency.  Thus  the  slower  growth  of  the 
effective  labor  supply  means  less  production  today  than  would  be 
optimally  possible,  and  represents  a  shift  in  values  away  from  in- 
come yielded  directly  from  work. 

So  far  as  collective  bargaining  is  concerned,  the  net  overall  impact 
of  unionism  upon  economic  progress,  whether  positive  or  negative, 
is  almost  certainly  small.  There  has  been  no  important  impact  upon 
profits  and  relative  shares.  There  has  been  no  conclusive  showing 
that  union  wage  policy  either  encourages  or  discourages  the  induce- 
ment to  invest,  though  the  stability  of  the  profits  share  favors 
Fellner's  and  Slichter's  view  that  wage  pressure  does  foster  invest- 
ment. On  the  side  of  innovations,  there  is  no  convincing  evidence 
of  widespread  obstruction.  On  the  contrary,  the  general  thrust  of 
modern  unionism  has  favored  innovation,  to  permit  relatively  pain- 
less extraction  of  wage  gains.  At  the  plant  level,  the  rules  introduced 
by  collective  bargaining  are  restrictive  and  hampering  to  efficiency 
in  some  ways,  but  contribute  to  increased  worker  morale  in  others. 

Shister  has  suggested  that  productivity  statistics  provide  at  least 
an  indirect  test  of  the  effects  of  unionism  upon  economic  growth.96 
Thus  F.  C.  Mills's  data  show  no  clear  association  between  variations 
of  union  strength  and  rates  of  productivity  increase:  between  1918 
and  1924  productivity  grew  rapidly  and  unionism  was  weak;  it 
grew  slowly  between  1924  and  1932,  when  unionism  was  weak;  it 
grew  rapidly  again  between  1932  and  1941,  when  the  growth  of 
unionism  was  great;  it  grew  slowly  again  during  1941  and  1943,  and 
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then  rapidly  again  between  1943  and  1950,  though  unionism  in- 
creased its  strength  further  in  both  periods.97  Bureau  of  Labor 
Statistics  studies  generally  support  a  similar  conclusion,  showing  that 
during  1947-1953  the  productivity  of  manufacturing  labor  rose  be- 
tween 3.0  and  3.6  per  cent  per  year  depending  on  the  particular 
measure  used.  This  compares  with  a  1909-1939  trend  value  of  3.3 
per  cent  per  year.  As  with  Mills's  figures,  the  BLS  estimates  indicate 
output  per  man-hour  soared  in  the  early  twenties,  reaching  levels 
not  since  attained.  No  clear  connection  with  unionism  seems  obvious 
from  this  fact.98 

A  word  is  necessary  about  the  indirect  effects  of  unionism, 
achieved  through  their  political  influence.  Granted  that  the  political 
demands  of  organized  labor  exhibit  an  opportunistic  quality,  the 
underlying  aims  of  the  past  two  decades  have  been  quite  consistent. 
One  objective  is  greater  income  equality,  pursued  through  tax  and 
transfer  legislation.  Though  the  particular  demands  have  shifted  with 
the  hour,  unionism  has  strongly  favored  heavy  profits  taxes,  steeply 
progressive  personal  income  taxes,  low  rates  and  broad  exemptions 
on  the  lower  end  of  the  income  scale,  and  a  broad  array  of  security 
and  welfare  benefits  for  wage-workers  particularly  and  persons  with 
low  incomes  generally.  It  was  shown  earlier  that  the  tax-transfer 
mechanism  has  significantly  affected  personal  income  distribution. 
Undoubtedly  middle-class  support  has  been  decisive  for  the  develop- 
ment of  these  fiscal  policies,  although  unionism  has  had  some  in- 
fluence as  well.  Moreover,  the  main  thrust  is  against  profits  and 
saving,  which  ranges  unionism  on  the  side  of  a  government  policy 
that  works  against  economic  growth. 

Stabilization  of  full  employment  at  very  high  levels  is  a  second 
major  union  objective  of  lengthy  standing.  In  part  it  helps  to  explain 
tax-transfer  equalitarianism,  for  underconsumption  is  organized 
labor's  venerable  and  cherished  explanation  of  the  business  cycle. 
In  turn  the  unions'  zeal  for  full  employment  has  found  expression  in 
a  rather  tolerant  view  of  inflation,  unremitting  support  for  easy 
money  at  all  times,  and  enthusiasm  for  large  public  spending  pro- 
grams. The  unions  cannot  claim  full  credit  for  the  fiscal-monetary 
policies  actually  followed,  though  they  have  helped  foster  the 
inflationary  bias  those  policies  contain. 

Last,  the  unions  for  many  years  have  favored  government  inter- 
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vention  to  fix  or  to  manipulate  prices  and  wages,  either  at  the 
sectional  level  (particular  tariffs,  bituminous  coal  prices)  or  at  the 
general  level  (general  price  control,  the  minimum  wage).  Though 
most  of  these  policies  reduce  economic  efficiency,  their  cumulative 
impact  upon  economic  growth  has  probably  been  small. 

Union  economic  policy  in  the  future.  Unionism  has  a  common  in- 
ception everywhere,  in  the  special  position  of  the  wage  worker  in  a 
market  society.  Yet  it  has  shown  itself  to  be  essentially  a  pragmatic 
movement  whose  policies  are  shaped  primarily  as  responses  to  the 
particular  social-economic  environment  in  which  it  finds  itself. 
Hoxie  and  Millis  observed  this  years  ago  in  insisting  that  unionism 
was  not  a  unitary  phenomenon,  hence  showed  great  diversity  from 
plant  to  plant  and  industry  to  industry.  With  the  recent  growth  of 
comparative  international  studies,  this  truth  has  again  forcefully  been 
brought  home,  for  example  in  differences  in  bargaining  systems, 
bargaining  aims,  and  political  action. 

Accordingly,  the  issue  between  the  survival  of  a  job-centered 
unionism  following  a  moderate  political  program  compatible  with 
capitalism  and  the  emergence  of  a  more  radical  labor  movement 
having  collectivist  aims  will  probably  depend  upon  the  future 
development  of  the  American  economy,  rather  than  upon  any 
dialectic  supposedly  inherent  to  unionism  itself.  Depression  would 
surely  heighten  large-scale  political  action  of  a  radical  character. 
Inflation  also  would  push  the  unions  further  into  politics,  as  also 
would  all-out  war.  By  contrast,  rapid  technological  change  would 
increase  the  load  on  the  bargaining  system,  posing  new  problems 
involving  seniority,  layoffs,  retraining,  and  wage  structure.  Put 
alternatively,  if  the  times  are  ones  of  crisis,  collective  bargaining 
might  well  yield  to  political  extremism  of  an  anti-capitalist  type. 
If  reasonably  stable  expansion  continues,  collective  bargaining  will 
continue  to  dominate  the  scene  and  an  expedient  view  of  politics, 
pluralistic  in  quality,  will  also  persist. 

CONCLUSION 

Economic  implications  of  modern  American  unionism.  Looking 
over  the  failure  of  a  long  series  of  attempts  at  economic  regulation, 
J.  R.  Hicks  once  was  moved  to  describe  capitalist  enterprise  as  "the 
child  of  evasion."  Reviewing  the  findings  of  ten  years  of  extensive 
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research  into  the  economic  effects  of  unionism,  one  must  concede 
the  wisdom  of  Hicks's  judgment  of  a  quarter-century  ago.  Of  course 
the  results  of  this  research  do  not  prove  that  unionism  is  a  failure; 
only  that  it  has  not  yet  destroyed  the  resiliency  and  initiative  of  the 
entrepreneur,  if  indeed  this  were  ever  its  intention. 

Consider  the  evidence.  Collective  bargaining  has  not  captured 
wages  at  the  expense  of  profits.  It  has  not  greatly  disturbed  relative 
wages  and  the  distribution  of  labor.  Nor  has  unionism  altered  the 
rate  of  economic  progress  in  any  large  way.  True,  unionism  has 
helped  foster  creeping  inflation,  but  even  here  only  with  the  indis- 
pensable support  of  other  more  powerful  economic  groups.  So  far 
its  main  contributions  lie  elsewhere:  shorter  hours,  a  new  system  of 
wage  compensation,  a  private  social  security  system,  more  orderly 
plant  wage  structures,  and  a  system  of  jurisprudence  that  regulates 
the  employment  relationship  to  reflect  the  interests  of  employees  as 
well  as  those  of  management  and  consumers. 

Granted  that  the  evidence  is  not  all  in,  the  facts  at  hand  suggest 
that  it  is  a  mistake  to  interpret  modern  unionism  as  an  anti-capitalist 
institution,  ruthlessly  using  monopoly  power  to  destroy  freedom  of 
enterprise  and  to  substitute  a  retrograde  syndicalist  chaos  of  warring 
groups.  Like  their  counterparts  in  business,  American  union  leaders 
are  aggressive  and  they  do  want  more  for  their  constituents.  But 
they  are  clearly  committed  to  progress  and  not  to  closed  cartels. 
Furthermore,  the  forces  making  for  progress  in  the  American  econ- 
omy have  continued  to  be  very  strong,  permitting  accommodation 
of  union  demands  while  making  policies  of  restriction  and  obstruc- 
tion both  anachronistic  and  irrelevant.  Enterprise  has  stayed  venture- 
some and  flexible  while  the  system  of  collective  bargaining  has  so 
far  proved  compatible  with  these  requirements.  In  consequence, 
Simons'  disturbing  fantasy,  with  its  host  of  predatory  labor  trusts 
slowly  and  deliberately  strangling  their  industrial  victims  to  death, 
seems  quite  grotesque  as  a  description  of  unionism  today.  To  be 
sure,  unionism  could  take  this  direction.  In  a  few  cases  it  already 
has.  But  this  outcome  seems  highly  unlikely  so  long  as  the  environ- 
ment permits  and  invites  progress  and  business  enterprise  continues 
to  pursue  it. 

To  sum  up,  part  of  the  economic  power  attributed  to  American 
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unionism  is  more  illusory  than  it  is  real.  To  the  extent  that  it  is  real 
it  carries  more  promise  than  it  does  menace. 

Future  research.  The  past  decade  has  been  unprecedented  in  scale 
and  quality  of  research  in  labor  economics.  Fortunately  there  are 
plenty  of  problems  still  awaiting  attack. 

While  the  relative  shares  question  is  settled  for  the  time  being 
for  the  United  States  and  the  United  Kingdom,  similar  studies  would 
be  highly  desirable  for  other  countries  whose  income  statistics  would 
permit  such  study.  Regarding  inflation,  more  study  of  the  deter- 
minants of  money  supply  is  needed,  to  test  the  hypothesis  that  there 
is  now  a  wage  lead  and  that  money  supply  has  become  a  residual. 
There  is  also  opportunity  to  investigate  the  wage  policies  of  poor 
countries  having  ambitions  for  growth,  again  relative  to  inflation. 
Much  more  inquiry  into  wage  structure  would  also  be  desirable. 
New  data  regarding  productivity  and  business  concentration  are 
now  available,  permitting  restudy  of  interindustry  differentials.  As 
for  occupational  and  regional  differentials,  most  of  the  findings  rest 
on  material  now  ten  years  old.  The  North-South  problem  has 
particular  interest,  given  the  impressive  postwar  industrialization 
and  unionization  movements  below  the  Mason-Dixon  line. 

Other  issues  are  also  well  worth  exploring.  While  much  attention 
has  been  devoted  to  the  political  strategies  and  tactics  of  organized 
labor,  little  has  been  done  in  a  systematic  way  about  the  economic 
program  embraced  and  implied  by  political  action  in  the  past  decade. 
More  research  is  also  needed  regarding  wage-price  behavior  in  key 
industries  and  large  companies,  to  test  the  inflationary  pressure  of 
big  unionism.  New  inquiry  is  required  regarding  the  impacts  of  big 
unionism  upon  managerial  initiative.  Detailed  investigation  of  the 
rise  of  fringe  wage  costs  would  be  particularly  timely  today,  now  that 
our  whole  system  of  wage  compensation  is  being  transformed. 
Further,  the  concept  of  sympathetic  pressure  deserves  study,  by 
comparison  of  wage  and  fringe  behavior  in  union  and  nonunion  firms 
in  local  labor  markets.  Finally,  the  occasion  is  timely  for  another 
study  of  the  economic  implications  of  the  non-wage  aspects  of 
collective  bargaining,  along  the  lines  of  Slichter's  pioneer  work 
some  fifteen  years  ago. 

It  is  probably  trite  to  say  that  the  past  decade  of  research  in  labor 
economics  has  been  an  unusually  fruitful  one.  One  of  the  most  im- 
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pressive  qualities  exhibited  by  this  work  is  the  emergence  of  an 
informed  theoretical  empiricism,  which  frames  hypotheses  and  then 
tests  thern  with  evidence.  Enough  challenging  problems  remain  to 
offer  great  opportunities  for  this  way  of  thinking  in  the  future. 
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No  one  needs  to  be  reminded  that  the  past  decade  has  been 
characterized  by  the  rapid  growth  of  employee  benefits.  The  con- 
comitant pattern  of  research  has  by  and  large  reflected  the  practical 
needs  of  the  moment.  Those  needs  are  changing  now  and  the  re- 
search which  is  done  will  change  accordingly. 

This  will  be  a  review  of  four  areas  of  research  in  the  field  of 
employee  benefit  plans : 

1.  Health  and  welfare  plans 

2.  Pension  plans 

3.  Government  regulation  of  benefit  plans 

4.  Temporary  disability  benefit  laws 

Supplementary  unemployment  benefit  plans,  growing  out  of  the 
drive  for  a  guaranteed  annual  wage,  are  not  considered  in  this 
chapter,  nor  does  it  cover  profit-sharing  plans.  In  treating  pension 
plans,  no  consideration  is  given  to  problems  of  retirement  policy  or 
of  adjustment  to  retirement. 

This  chapter  will  review  the  past  decade  of  research  in  each  area 
to  describe  what  has  been  done,  note  the  trends  in  research  which 
are  now  emerging,  and  finally,  considering  what  has  been  left  undone 
and  what  new  problems  are  developing,  to  suggest  what  studies 
would  appear  to  be  most  useful. 

*  Senior  Vice  President,   Pension   Department,  Martin   E.  Segal   &  Company,   Inc. 
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HEALTH  AND  WELFARE  PLANS 

While  there  has  been  a  tremendous  growth  in  health  and  welfare 
plans  in  the  past  decade,  the  types  of  benefits  were  not  by  any 
means  new.  Group  life  insurance,  and  hospital,  surgical,  and  medical 
insurance  (whether  Blue  Cross,  Blue  Shield,  commercial  or  in- 
dependent) were  firmly  established  by  the  mid-forties.  The  ten- 
year  change  has  consisted  of  rapid  extension  to  millions  of  employees 
and  their  families  and  of  increasing  benefit  levels.  This  development 
has  occasioned  persistent  need  for  surveys  of  prevailing  practices, 
whether  by  area  or  by  industry. 

Surveys  of  prevailing  practices.  These  surveys  are  of  two  sorts. 
Some  are  compilations  of  the  features  of  a  significant  selection  of 
plans;  others  have  been  more  systematic  canvasses  from  which  pre- 
vailing practices  could  be  determined. 

The  U.  S.  Bureau  of  Labor  Statistics  has  been  notable  for  its  com- 
pilations of  the  provisions  of  collectively-bargained  plans,  a  series 
which  have  been  continually  expanded  and  brought  up  to  date.  BLS 
has  also  included  data  on  welfare  and  pension  plans  in  a  number  of 
its  regular  report  series,  including  its  community  wage  surveys,  its 
wage  structure  surveys,  its  wage  chronologies,  and  its  monthly  re- 
ports of  current  wage  developments  resulting  from  negotiated 
changes.  The  Social  Security  Administration  has  issued  a  series  of 
comprehensive  and  detailed  analyses  of  benefit  plans  in  particular 
industries,1  but  these  have  yielded  to  an  increasing  emphasis  on 
studies  which  bear  more  directly  on  national  questions  of  public 
policy. 

The  New  York  State  Labor  Department  has  likewise  been  out- 
standing in  the  matter  of  research  on  benefit  plans.2  In  addition 
to  several  surveys  reporting  the  types  of  welfare  benefits  provided  by 
union-management  plans,  it  has  produced  the  first  comprehensive 
description  of  extent,  types,  and  levels  of  welfare  coverage  based 
on  a  canvass  of  a  representative  cross-section  of  employing  establish- 
ments.3 

Along  similar  lines,  the  Social  Security  Administration  has  for  some 
time  had  in  planning  a  projected  nation-wide  survey  of  all  employee 
benefit  plans  through  a  comprehensive  questionnaire  to  be  used 
with  a  representative  sample  of  employers. 
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The  California  Department  of  Industrial  Relations  has  published 
a  detailed  report  on  all  of  the  significant  health  and  welfare  plans 
established  through  collective  bargaining  in  northern  California.  It 
has  also  published  useful  though  less  detailed  data  on  union  con- 
tract benefit  provisions  throughout  the  state.4 

There  has  been  comparatively  little  research  on  welfare  plans  by 
the  other  forty-six  states.5  New  York  and  California  have  certain 
natural  advantages:  they  are  large  states,  with  commensurately  large 
budgets  and  with  sufficient  representation  of  industries  to  make 
surveys  of  prevailing  benefit  practices  worthwhile  both  in  the  sense 
that  they  can  describe  a  meaningful  "universe"  and  in  the  sense  that 
they  would  find  an  interested  reading  public  of  adequate  size.  Never- 
theless, it  is  to  be  hoped  that  some  of  the  other  states  will  narrow 
the  existing  gap  in  benefit  plan  research. 

Surveys  of  benefit  plan  provisions  have  been  turned  out  by  a 
number  of  employer  and  trade  associations,  most  notably  the 
National  Industrial  Conference  Board,  the  Research  Council  for 
Economy  Security,  and  unions.  It  is  likely  that  there  are  a  consider- 
able number  of  unpublished  surveys  by  unions  or  associations  for 
their  particular  industries,  which  might  perhaps  be  available  for 
publication  in  a  summarized  form  by  some  impartial  agency. 

Surveys  for  public  policy  guidance.  The  surveys  so  far  mentioned 
serve  the  practical  needs  of  employers,  unions,  and  benefit  plan 
practitioners.  Of  a  different  character  are  the  surveys  of  general 
extent  and  levels  of  coverage  which  are  intended  to  guide  the 
formulation  of  public  policy  by  disclosing  the  general  adequacy 
or  inadequacy  of  coverage  by  private  plans. 

For  this  purpose,  the  Social  Security  Administration  has  estab- 
lished a  series  of  periodic  surveys  and  reports.  There  are  the  periodic 
compilations  by  Agnes  Brewster  of  data  with  respect  to  independent 
plans  providing  medical  care  and  hospital  insurance.6  These  surveys 
compile  for  the  independent  plans  what  the  national  Blue  Cross  and 
Blue  Shield  Commissions  compile  with  respect  to  their  affiliated 
plans  and  what  the  insurance  associations  put  together  from  in- 
surance company  reports.  Aside  from  describing  those  nonaffiliated 
plans  and  giving  data  of  their  operations,  the  series  eliminates  what 
would  otherwise  be  a  serious  gap  in  aggregating  the  total  of  health 
insurance  coverage. 
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Another  is  its  annual  series  of  estimates  of  voluntary  health 
insurance  coverage.  These  are  concerned  with  the  degree  to  which 
total  benefits  paid  cover  the  total  of  medical  costs  incurred.7  The 
objective  has  been  to  balance  the  vast  growth  in  coverage  against 
the  fact  that  most  medical  costs  still  remain  unmatched  by  insurance 
benefits,  even  after  a  reasonable  distinction  is  drawn  between  "in- 
surable" and  "noninsurable"  costs.  In  its  periodic  surveys  of  cash 
sickness  benefits,  the  SSA  has  sought  to  measure  not  only  the 
percentage  of  workers  covered  by  some  plan  but  also  the  extent  of 
wage  loss  due  to  disability  compensated  by  insurance  or  sick  pay.8 

The  comprehensive  state-wide  survey  by  the  New  York  State 
Department  of  Labor  and  the  corresponding  national  survey  planned 
by  the  Social  Security  Administration  are  studies  which  serve  the 
purposes  of  aiding  in  the  formulation  of  public  policy  as  well  as  in 
providing  guideposts  for  collective  bargaining  and  the  establishment 
of  new  and  broader  plans. 

The  Life  Insurance  Association  publishes  an  annual  report  of 
group  life  insurance  coverage.9  The  Health  Insurance  Council, 
which  represents  insurance  companies,  compiles  an  annual  report  of 
health  insurance  and  cash  sickness  coverage,  group  and  individual, 
by  types  of  carrier,  including  Blue  Cross,  Blue  Shield,  and  inde- 
pendent plans.10  The  totals  of  coverage,  whether  compiled  by  the 
HIC  or  the  SSA,  are  very  close  so  that  remaining  differences  be- 
tween their  findings  are  rather  immaterial  to  any  significant  question 
of  public  policy. 

In  1951  the  Senate  Committee  on  Labor  and  Public  Welfare 
published  a  three-volume  report  on  Health  Insurance  Plans  in  the 
United  States,  sometimes  known  as  the  "Clark  Report"  after  Dr. 
Dean  A.  Clark,  who  headed  the  Committee's  staff  and  directed  the 
study.11  It  is  a  landmark:  the  most  comprehensive  review  to  that 
date  of  the  extent,  forms,  and  problems  of  health  insurance.  It 
described  our  major  health  needs  and  our  health  facilities.  The 
report  may  be  used  as  the  basic  reference  work  in  the  field,  supplant- 
ing earlier  surveys  and  descriptions  of  this  general  nature  and  supple- 
mented only  by  reports  of  later  developments  or  by  more  specialized 
studies. 

In  terms  of  recommendations,  the  Clark  Report  pointed  up  the 
desirability  of  experimentation,  particularly  in  the  form  of  com- 
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prehensive  care  plans,  if  coverage  were  to  be  extended  to  services 
not  presently  covered,  such  as  dental  and  nursing  care,  drugs,  and 
medical  supplies  and  if  the  values  of  preventive  medicine  were  to 
be  brought  into  full  play. 

The  report  described  in  some  detail  the  findings  of  earlier  studies 
in  the  field  and  discussed  possibilities  for  further  research.  Included 
was  a  recommendation  favoring  an  inventory  of  research,  a  sug- 
gestion since  put  into  effect  with  productive  results.12 

The  President's  Commission  on  the  Health  Needs  of  the  Nation, 
headed  by  Dr.  Magnuson,  put  out  a  four-volume  report  at  the  end 
of  1951,  which  presented  the  views  of  the  many  organizations 
interested  in  health  problems  and  included  a  summary  of  the  existing 
information  on  extent  and  levels  of  coverage,  but  without  compiling 
any  significantly  new  data.13 

A  review  as  of  1952  of  all  methods  of  paying  for  medical  care, 
including  the  various  forms  of  governmental  expenditure  as  well  as 
the  varieties  of  insurance — and  covering  their  development,  types, 
and  extent — was  compiled  in  Columbia  University's  study  entitled, 
Paying  for  Medical  Care  in  the  United  States.14"  While  this  study 
did  not  involve  the  gathering  of  any  primary  data,  it  represented  a 
thorough  organization  and  analysis  of  existing  information,  including 
a  great  deal  which  had  not  previously  been  published. 

A  careful  and  comprehensive  analysis  of  hospital  costs,  methods 
of  prepayment,  the  problems  of  extending  coverage  and  providing 
adequately  for  hard-to-reach  groups  was  provided  by  the  Com- 
mission on  Financing  of  Hospital  Care,  created  in  1951  at  the 
initiative  of  the  American  Hospital  Association,  with  representation 
from  other  interested  national  institutions,  including  the  insurance 
industry  and  labor.15  The  objective  was  "to  study  the  costs  of 
providing  adequate  hospital  services  and  to  determine  the  best 
systems  of  payment  for  such  services."  It  sought  not  only  to  amass 
the  facts  but  also  to  relate  them  to  a  broad  set  of  recommendations 
to  help  direct  future  developments.  Most  pertinent  to  welfare  plans 
was  the  second  volume,  Prepayment  and  the  Community,  which 
traced  the  origin  and  development  of  prepayment  plans,  described 
their  extent,  considered  the  problems  of  extension  to  nonwage,  low- 
income,  and  generally  hard-to-reach  groups,  discussed  in  detail  the 
existing  benefit  gaps  and  the  possibilities  for  their  elimination,  and 


EMPLOYEE  BENEFIT  PLANS  151 

reviewed  the  avenues  for  effecting  economies  in  prepayment  plans. 
The  reports  restricted  themselves  to  improving  prepayment  coverage 
by  voluntary  means  as  distinguished  from  government  mandate. 

The  thoroughness  of  the  reports,  their  problem-directed  organiza- 
tion, and  their  careful  multi-partisan  review  of  the  problems  in- 
volved made  this  study  an  important  contribution  to  the  formulation 
of  steps  by  which  voluntary  prepayment  could  be  extended  and 
improved. 

The  studies  which  had  been  made  up  to  this  point  had  left  one 
big  question  open.  What  was  voluntary  health  insurance  accomplish- 
ing with  respect  to  the  medical  costs  of  the  family?  Estimates  by 
the  Social  Security  Administration  had  related  the  aggregate  amount 
of  health  insurance  benefits  to  aggregate  costs  for  medical  care. 
This  left  open  the  important  question  of  the  impact  on  individual 
families  and  of  the  extent  to  which  specific  insurance  coverages 
met  the  particular  medical  costs  they  had  incurred. 

Family  costs  and  voluntary  insurance.  To  a  large  extent,  that  gap 
has  now  been  filled  by  the  publication  of  Family  Medical  Costs  and 
Voluntary  Insurance;  A  Nationwide  Survey.1®  Written  by  Dr.  Odin 
W.  Anderson  of  the  Health  Information  Foundation  (with  Jacob 
J.  Feldman),  the  book  reports  the  results  of  a  survey  in  July  1953 
by  the  National  Opinion  Research  Center,  University  of  Chicago,  of 
a  representative  sample  of  2809  families.  The  survey  presents  an 
elaborate  breakdown  of  the  distribution  of  family  medical  charges 
and  the  extent  to  which  these  charges  were  met  by  insurance.  It 
was  the  first  comprehensive  study  of  medical  costs  since  the  survey 
in  1933  of  the  Committee  on  the  Costs  of  Medical  Care.  And  it 
was  the  first  such  national  survey  to  detail  the  relationship — for 
individual  families — between  costs  and  insurance  benefits. 

The  report  presents  a  breakdown  of  medical  charges — hospital, 
surgical,  physicians,  dental,  drugs, — separately  for  families  with  and 
without  particular  types  of  insurance  coverage,  with  breakdowns  for 
sex,  age,  urban  and  rural  residence,  income  level,  and  to  some  extent 
for  industry  and  educational  level.  It  found  that  63  per  cent  of  the 
population  had  some  form  of  health  insurance,  but  that  the  benefits 
paid  amounted  only  to  15  per  cent  of  all  medical  costs.  Best  covered 
were  hospital  costs:  57  per  cent  of  the  population  had  hospital  in- 
surance and  the  total  benefits  paid  equalled  50  per  cent  of  the 
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hospital  costs  of  the  noninstitutional  population.  Some  49  per  cent 
of  the  population  had  surgical  or  medical  insurance  or  both;  the 
benefits  paid  equalled  38  per  cent  of  total  surgical  costs,  but  they 
equalled  only  4  per  cent  of  physicians'  charges  for  nonsurgical,  non- 
obstetrical  services. 

The  study  pointed  up  the  unevenness  of  coverage  by  industry.  In 
the  industiy-group,  "transportation,  communication,  and  public 
utilities,"  it  ran  to  90  per  cent,  but  in  "personal  services  and  repairs" 
it  was  down  to  49  per  cent.  Urban  coverage  is  high;  rural,  low.  The 
self-employed  and  agricultural  workers  are  poorly  covered.  This 
underscores  the  need  for  finding  ways  of  insuring  the  groups  which 
are  hard-to-cover,  a  crucial  question  in  ultimately  resolving  the 
issue  of  voluntary  versus  compulsory  coverage. 

The  survey  disclosed  some  fascinating  figures.  Rates  of  hospital 
and  surgical  utilization  are  significantly  higher  for  insured  than  for 
uninsured  families.  It  will  not  do  to  explain  this  fact  in  terms  of  a 
single  factor.  "The  hospitalized  tonsillectomy  rate  for  insured  per- 
sons under  17  years  of  age  was  30  per  thousand;  for  those  without 
insurance,  9."  "The  appendectomy  rate  for  insured  persons  in  the 
age  group  6  to  54  was  11  per  thousand;  for  those  without  insurance, 
5."  Then,  just  as  the  reader  is  about  to  jump  to  conclusions,  either 
that  the  insured  are  subject  to  needless  surgery  or  that  the  uninsured 
endure  appendicitis  without  surgery,  he  discovers  that  insured 
families  pay  twice  as  much  in  dental  bills  as  do  uninsured  families 
— and  that  their  insurance  may  cover  hospital  and  medical  costs, 
but  that  it  does  not  cover  dental  costs. 

The  striking  differences  in  rates  demand  explanation.  Taken  to- 
gether, the  results  of  the  survey  suggest  that  insurance  coverage, 
utilization,  and  charges  are  all  correlated  with  basic  socio-economic 
factors  which  the  HIF  report  does  not  quite  bring  to  the  surface.  It 
is  important  to  know  whether  insurance  increases  utilization  of 
facilities  and  services  ( and  if  so,  how  much )  or  if  it  simply  happens 
that  high  utilization  families  also  have  insurance.  Does  insurance 
increase  charges  or  do  groups  which  are  normally  charged  more 
have  more  insurance?  These  questions  have  a  strong  bearing  on  the 
impact  of  insurance  on  medical  facilities  and  on  the  ultimately  use- 
ful form  of  coverage — indemnity  for  costs  versus  provision  of 
services.  And  fortunately  it  should  be  possible  to  resolve  some  of 
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those  questions  by  carefully  devised  studies  in  restricted  groups 
without  resorting  to  further  national  samples.17 

A  number  of  studies  now  under  way  will  no  doubt  further  develop 
the  picture  of  family  medical  needs  and  costs.  One  is  the  National 
Health  Survey  established  by  Congress  in  June  1956,  through  which 
the  Surgeon-General  will  conduct  continuing  national  surveys  of 
the  extent  of  illness  and  disability.  This  will  involve  field  surveys 
of  representative  households  to  determine  types  and  rates  of  illness, 
acute  and  chronic,  to  serve  the  purposes  both  of  medical  and  socio- 
economic research.  In  process  now  is  a  five-year  study  of  medical 
services,  insurance  rates,  and  public  attitudes  by  the  Bureau  of 
Medical  Economic  Research  of  the  American  Medical  Association. 

Another  is  a  household  survey  of  the  members  of  the  Machinists 
Union  to  be  made  by  Columbia  University's  School  of  Public  Health 
and  Administrative  Medicine  under  the  auspices  of  the  Foundation 
for  Employee  Health,  Medical  Care  and  Welfare,  Inc.,  a  study 
directed  toward  determining  medical  costs  of  Machinists  members, 
the  adequacy  of  their  current  health  insurance  for  their  family 
medical  needs,  their  present  patterns  of  medical  care,  and  the  health 
facilities  available  to  them. 

There  has  been  a  growing  literature  of  case  studies  of  the  practical 
impact  on  particular  welfare  plans.18  An  intensive  analysis  of  the 
results  of  a  selected  number  of  health  insurance  plans  (or  even  of 
one)  can  often  be  as  enlightening  as  a  more  extensive  survey  and 
it  is  certainly  more  suitable  to  the  freely  enquiring  mind  ( and  limited 
budget)  of  the  university  researcher.  To  be  sure,  a  superficial  report 
which  merely  describes  types  of  benefits,  recounts  amounts  paid, 
and  describes  administrative  procedures  is  not  particularly  useful. 
A  report  of  this  type  is  productive  if  it  establishes  success  or  failure 
of  some  alternative  method  or  if  it  is  directed  to  the  identification  of 
an  unmet  need  or  of  an  emerging  problem. 

Studies  of  comprehensive  medical  coverage.  To  this  point,  the 
studies  described  have  dealt  essentially  with  the  extension  and  im- 
pact of  old  forms  of  health  insurance.  Research  is  now  becoming 
concerned  with  a  new  phase  of  development:  comprehensive  medical 
benefits,  a  subject  which  entails  a  reorientation  of  research. 

The  term  "comprehensive  medical  benefits"  is  used  very  broadly 
here  to  mean  insurance  to  cover  medical  costs — whether  by  in- 
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demnity  or  provision  of  services — under  which  the  benefit  schedule 
covers  the  great  bulk  of  medical  services  and  to  a  degree  which 
protects  against  the  unusual  and  catastrophic  burden  as  well  as 
against  the  more  ordinary  run  of  those  costs.  Some  people  will  no 
doubt  argue  that  this  definition  is  too  broad  to  deserve  the  title, 
"comprehensive."  However,  the  term  is  not  intended  to  convey  any 
sort  of  value  judgment;  it  is  the  most  available  word  for  medical 
insurance  which  is  encompassing.  Broadly  speaking,  the  subject 
matter  of  this  discussion  concerns  two  types  of  plans:  major  medical 
benefits  and  prepaid  medical  services. 

Major  ( or  "catastrophic" )  medical  insurance  has  been  explained,19 
its  statistical  foundations  established  and  analyzed,20  and  its  early 
performance  described.21  The  extremely  rapid  growth  of  this  cover- 
age (from  125,000  in  1951  to  5,241,000  in  1955)  is  reported  periodi- 
cally in  the  surveys  of  the  Health  Insurance  Council. 

Major  medical  plans  cover  a  wide  range  of  medical  costs,  fre- 
quently including  even  drugs  and  therapeutic  psychiatric  care. 
While  varied,  they  all  have  three  features  in  common,  directed 
toward  the  central  problem  of  protecting  such  all-embracing  cover- 
age against  unwarranted  utilization  of  services  and  uncontrollable 
charges.  These  features  are: 

1.  A  deductible — a  certain  amount  of  first  charges  not  reimbursed, 
such  as  $100,  $200,  or  $500  in  a  year. 

2.  Co-insurance — the  insured  individual  is  reimbursed  for  75  or 
80  per  cent — but  not  100  per  cent — of  the  medical  costs  over  the 
deductible. 

3.  A  maximum  limit  on  the  benefits — such  as  $5000  or  $10,000. 
With  experience  under  these  plans,  there  will  undoubtedly  develop 

a  wealth  of  actuarial  data,  dealing  with  benefits  paid,  types  of 
medical  services  used,  and  the  corresponding  medical  costs.  The 
present  rate  basis  for  this  type  of  plan  is  itself  indicative  of  the 
significant  statistics  which  will  develop:  rates  are  based  not  only 
on  the  age,  sex,  and  family  status  of  the  insured,  but  also  on  geo- 
graphic location  and  income,  a  reflection  of  the  fact  that  medical 
costs  are  in  fact  related  to  those  circumstances. 

Labor's  most  articulate  spokesmen  have  been  critical  of  major 
medical  insurance.22  Their  objections  have  been  twofold:  (1)  that 
it  will  be  used  as  a  substitute  for,  instead  of  an  addition  to,  the  basic 
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coverages:  hospital,  surgical  and  ordinary  medical  insurance,  and 
(2)  that  it  will  serve  as  an  inadequate  substitute  for  prepaid  medical 
services. 

A  considerable  body  of  literature  has  developed  in  support  of 
plans  providing  prepaid  comprehensive  medical  services.23  These 
programs  represent  a  most  significant  departure  from  the  past  (ex- 
cept for  early  precedents  unrelated  to  present  sources  of  growth)  and 
their  problems  and  prospects  present  the  most  challenging  and  re- 
warding field  for  future  research. 

A  plan  provides  prepaid  comprehensive  medical  services  if  in 
reliance  on  a  fixed  premium  the  insured  person  can  secure  embracing 
medical  services — covering  home  and  office  as  well  as  hospital  treat- 
ment, and  specialist  services  as  well  as  those  of  a  general  practitioner 
— without  further  charge.  This  definition  is  basically  correct,  al- 
though it  needs  a  little  flexibility.  If  a  plan  charges  $2  for  a  night 
visit  or  if  it  excludes  psychiatric  treatment  for  therapeutic  purposes, 
those  features  are  not  meant  to  rule  out  the  plan  as  "comprehensive" 
for  purposes  of  this  discussion. 

The  American  Medical  Association  has  issued  periodic  inventories 
of  prepayment  medical  care  organizations.24  The  series  of  reports 
issued  by  the  Social  Security  Administration  on  independent  prepay- 
ment plans  has,  of  course,  included  those  which  provide  comprehen- 
sive services,  and  particular  sections  of  these  reports  deal  with 
prepaid  group  practice  plans.25 

Given  prepayment  of  comprehensive  services,  there  remain  these 
questions :  first,  as  to  whether  the  medical  services  are  to  be  provided 
on  the  basis  of  group  or  solo  medical  practice,  and  secondly,  whether 
the  doctors  are  to  be  paid  by  salary  or  capitation  or  on  a  fee-for- 
service  basis.  Each  of  these  alternatives  is  now  emerging  as  a  field  for 
research  study. 

Most  advocates  of  prepaid  comprehensive  medical  services  in  the 
United  States  have  favored  its  provision  through  ( 1 )  group  medical 
practice  (2)  in  which  the  doctors  are  paid  on  a  salaried  or  capitation 
basis.  Strictly  speaking,  however,  the  features  are  separable,  a  point 
which  must  be  understood  if  the  various  problems  to  be  studied  are 
to  be  well-defined. 

Group  practice  has  been  defined  by  the  U.  S.  Public  Health 
Service  for  survey  purposes  as  "a  formal  association  of  three  or  more 
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physicians  providing  services  in  more  than  one  medical  field  or 
specialty,  with  income  from  medical  practice  pooled  and  redis- 
tributed to  the  members  according  to  some  prearranged  plan."26 

Group  medical  practice  is  a  trend  independent  of  prepayment, 
being  based  on  the  increasing  specialization  in  medicine,  the  growth 
of  expensive  equipment  and  the  need  for  its  economical  use,  and 
on  the  desire  of  many  doctors  for  improved  working  conditions,  such 
as  vacations,  shorter  hours,  sick  pay,  more  time  for  study,  and 
elimination  of  nonproductive  time  in  the  early  years  of  practice.  It 
has  been  the  subject  of  survey  and  study  in  its  own  right,  entirely 
divorced  from  health  insurance.27 

While  separable,  group  practice  has  come  to  have  an  important 
association  with  comprehensive  prepayment  plans.  To  begin  with, 
they  are  coupled  in  the  most  important  prepaid  service  plans  in  the 
country.  Both  the  Health  Insurance  Plan  of  Greater  New  York  and 
the  Kaiser  Foundation  Health  Plan  provide  prepaid  services  through 
group  medical  practice.  Moreover,  most  of  those  who  have  written 
in  favor  of  prepaid  comprehensive  services  have  also  been  advocates 
of  group  practice.  They  have  not  only  seen  values  in  both,  when 
viewed  independently;  they  have  argued  important  connections 
between  the  two.  For  example,  it  has  been  argued  that  it  would  be 
difficult  to  keep  costs  within  the  limits  of  premium  if  charges  were 
based  on  fees-for-service,  without  group  practice  through  which 
provision  of  services  could  be  medically  supervised. 

However,  such  an  arrangement  has  been  in  effect  for  some  time 
in  the  medical  society  plans  of  the  States  of  Oregon  and  Washington 
and  the  Health  Insurance  Foundation  is  sponsoring  a  study  to  deter- 
mine its  effectiveness. 

Another  variant  consists  of  services  through  medical  groups  which 
are,  however,  paid  by  the  insuring  organization  on  a  fee-for-service 
basis,  as  distinguished  from  a  salaried  or  per-capita  basis.  This 
system  is  in  effect  in  the  comprehensive  prepaid  health  plan  of 
Windsor,  Ontario,  which  Dr.  Nathan  Sinai  of  the  School  of  Public 
Health,  University  of  Michigan,  has  recently  analyzed. 

The  Health  Insurance  Plan  of  Greater  New  York  has  a  number 
of  significant  studies  in  progress  which  will  be  important  both  in 
their  own  right  and  as  indications  of  the  new  areas  of  research  which 
prepaid  service  plans  will  create.  The  current  HIP  studies  include 
the  following: 
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1.  The  influence  of  prepaid  insurance  for  medical  care  on  hospital 
utilization,  to  see  if  hospital  utilization  among  Blue  Cross  enrollees 
is  greater  or  less  if  they  also  have  HIP  coverage.  This  study  is  being 
financed  by  the  U.  S.  Public  Health  Service. 

2.  Prematurity,  fetal,  and  neonatal  mortality  among  HIP 
deliveries,  to  discover  whether  these  mortality  rates  are  lower  among 
HIP  groups  than  for  New  York  city  generally. 

3.  Health  and  medical  care  in  New  York  city,  HIP  enrollees 
compared  to  nonenrollees,  a  survey  of  representative  households  to 
discover  rates  of  acute  and  chronic  illness  in  relation  to  family,  social 
and  economic  status,  medical  needs,  medical  care,  unattended  illness, 
and  the  extent  to  which  HIP  enrollees  continue  to  seek  care  outside 
of  HIP. 

A  number  of  large  employee  groups  in  New  York  City  have  pro- 
vided their  member  families  with  free  choice  between  HIP  and  the 
Family  Doctor  Plan  of  Group  Health  Insurance,  Inc.  With  HIP  the 
employee  gets  comprehensive  medical  services,  including  specialist 
care,  through  one  of  a  number  of  medical  groups,  which  are  paid 
by  the  insuring  organization  on  a  per  capita  basis.  With  the  GHI 
Plan,  the  employee  can  use  any  physician  and  GHI  will  pay  a 
scheduled  amount  for  each  service,  except  that  the  only  benefit  pay- 
ment for  specialist  services  is  $15  for  one  consultation  in  each  illness. 
If  the  general  practitioner  or  surgeon  is  one  of  the  many  doctors  on 
GHFs  panel,  the  scheduled  reimbursement  will  suffice  as  his  fee. 
Obviously  there  is  a  significant  choice  to  be  made  here,  indicative  of 
present  attitudes  on  forms  of  medical  care. 

With  the  cooperation  of  HIP  and  GHI,  a  survey  is  being  made  by 
Dr.  Odin  W.  Anderson  and  the  National  Opinion  Research  Center, 
University  of  Chicago,  to  canvass  the  attitudes  of  those  who  have 
made  a  choice  between  the  two  programs  to  discover,  if  possible, 
the  underlying  reasons  and  the  related  socio-economic  factors. 
The  findings  of  this  study  could  have  profound  bearing  on  the 
development  of  comprehensive  prepaid  plans. 

Unfortunately,  a  research  effort  comparable  to  that  of  HIP  is  not 
being  made  at  the  present  time  by  other  prepayment  organizations, 
which  frequently  cannot  afford  the  required  appropriation.  However, 
these  plans  will  be  such  a  rich  source  of  meaningful  data,  particularly 
if  they  are  compiled  on  a  comparable  basis,  that  it  is  to  be  hoped  that 
funds  from  foundations  or  the  Public  Health  Service  will  become 
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available  to  help  them  set  up  adequate  statistical  programs. 

The  Cooperative  Health  Association  of  America  has  considered 
from  time  to  time  the  need  for  stimulating  the  coordination  of 
research  among  its  member  plans  but  this  will  no  doubt  require 
some  form  of  financial  assistance  to  be  really  effective. 

A  prepaid  group  practice  plan  is  a  natural  associate  of  meaning- 
ful research.  That  is  true  in  several  different  respects: 

1.  Proper  administration,  both  of  prepayment  and  of  group 
practice,  requires  the  most  careful  attention  to  statistical  analysis. 
It  furnishes  the  actuarial  basis  for  future  rate-making;  it  helps  to 
determine  the  size  and  composition  of  an  efficient  medical  team;  it 
may  act  as  an  instrument  of  control  by  medical  supervision,  by 
calling  attention  to  unusual  demands,  services,  diagnoses,  and  pro- 
cedures; it  helps  to  formulate  the  financial  arrangements  between  the 
insuring  organization  and  the  medical  group,  and  it  may  help  to 
work  out  these  arrangements  among  the  participating  doctors  within 
the  medical  group. 

2.  Promotion  of  the  service  and  education  of  the  insured  families 
require  figures  portraying  utilization  of  the  health  service. 

3.  The  medical  research  possibilities  are  truly  unprecedented.  A 
population  of  several  thousand  families  to  which  groups  of  doctors 
working  under  one  administrative  organization  provide  comprehen- 
sive medical  care  over  a  period  of  several  years  presents  opportunities 
for  epidemiological  research  which  are  unparalleled  and  may  provide 
clues,  previously  unavailable,  to  the  occupational,  economic,  and 
cultural  correlatives  of  specific  diseases. 

Further  indication  of  the  emerging  pattern  of  research  in  health 
insurance  is  furnished  by  a  number  of  studies  which  the  Health 
Information  Foundation  has  under  way:  the  problems  of  nongroup 
enrollment  for  Blue  Cross  and  Blue  Shield  with  a  view  to  discovering 
possible  methods  for  reaching  the  hard-to-cover;  a  review  of  the 
health  needs  and  economic  resources  of  older  people;  a  survey  in 
Hackensack  ,  New  Jersey  as  to  why  some  families  take  care  of  their 
health  and  others  do  not;  and  a  survey  based  on  sample  interviews 
to  determine  the  attitudes  people  have  toward  medical  treatment. 

Questions  for  future  research.  Some  of  the  questions  for  future 
research  have  been  implicit  in  the  previous  discussion.  Some  addi- 
tional questions  follow,  largely  stemming  from  the  great  debate 
over  prepaid  group  medicine  which  still  lies  ahead  of  us. 
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What  does  a  free  choice  of  doctors  consist  of?  Is  this  freedom 
real  or  apparent?  How  do  people  choose  their  doctors?  their  special- 
ists? Is  it  related  to  merit?  Do  attitudes  change  with  exposure  to 
group  practice? 

What  of  incentives  for  the  doctor?  Is  removal  of  an  immediate 
financial  incentive  good  or  bad?  Does  his  desire  for  furnishing  good 
medical  care  increase  or  diminish? 

Does  association  in  a  group  improve  or  diminish  medical  inter- 
change of  knowledge?  Does  it  affect  opportunities  for  research 
and  study? 

What  are  the  reactions  of  patients  under  prepaid  group  practice? 
Do  they  value  the  services  more  or  less  than  in  the  case  of  traditional 
practice  and  methods  of  payment?  Is  there  a  "clinic"  attitude? 

Is  there  a  measurable  result  in  terms  of  preventive  medicine?  or  in 
terms  of  better  levels  of  health? 

What  is  the  persistency  or  turnover  of  doctors'  membership  in 
group  practice  plans — and  why? 

Do  charges  increase  with  major  medical  insurance?  Do  abuses 
develop? 

What  explains  the  successes — and  failures — among  comprehensive 
prepayment  plans  and  medical  groups? 

What  can  be  learned  from  foreign  experience  on  the  various 
methods  of  providing  and  paying  for  medical  services? 

What  are  the  problems,  possibilities,  and  early  experiences  of 
prepaid  dental  care?28  What  are  the  possibilities  of  prepaid  optical 
care  and  the  experiences  of  existing  group  arrangements?  Can 
nursing  care  be  prepaid? 

What  are  the  possibilities  and  developments  in  the  provision  of 
health  insurance  for  the  aged? 

What  is  the  general  prospect  for  adequate  coverage  of  health 
needs  through  voluntary  insurance?  What  are  the  facts  bearing  on 
the  merits  of  government  action?  If  legislation  is  needed,  what  are 
the  alternative  forms? 

PENSIONS 

The  postwar  decade  has  encompassed  the  entire  collective  bar- 
gaining drive  for  pensions.  The  first  round  of  research  centered  on 
the  needs  of  retired  workers,  the  inadequacy  of  their  resources  and 
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of  Social  Security  benefits,  and  the  ability  of  industry  to  meet  the 
cost. 

That  has  been  followed  by  surveys  of  significant  or  prevailing 
practices  and  what  has  been  said  on  that  score  with  respect  to  sur- 
veys of  welfare  plans  is  largely  applicable  here  as  well,  except  that 
pension  plans  are  much  more  difficult  to  subject  to  meaningful 
comparative  analysis  and  the  surveys  have  therefore  been  fewer. 
Again,  among  government  agencies,  BLS,  SSA,  and  the  New  York 
Labor  Department  have  been  the  outstanding  sources  of  survey 
data.  The  National  Industrial  Conference  Board  has  been  as  active 
here  as  it  has  in  regard  to  welfare  plans.  The  periodic  digests  of 
plans  by  the  Bankers  Trust  Company,  while  certainly  not  cross-sec- 
tion surveys,  are  useful  guides  to  common  practice.29 

The  public  policy  reviews  of  pensions.  The  collectively-bargained 
plans  have  evoked  a  considerable  amount  of  public  policy  review. 

In  his  Impact  of  Taxes  on  Industrial  Pension  Plans,30  Rainard  B. 
Robbins  argued  for  full  vesting,  tax  exemption  for  pension  contri- 
butions by  employees  and  the  self-employed,  a  limitation  on  the 
tax  avoidance  which  may  result  from  changes  in  pension  contribu- 
tions, and  legal  requirements  of  soundness  akin  to  those  required 
of  life  insurance  companies.  His  Pension  Planning  in  the  United 
States,31  published  posthumously  in  1952,  took  a  similar  tack.  The 
major  value  of  the  book  lies  in  its  careful  recounting  of  the  develop- 
ment of  early  pension  plans,  and  particularly  those  of  teachers  and 
of  nonprofit  organizations,  with  which  Robbins  was  intimately  con- 
nected. 

A  significant  review  of  the  role  of  private  pension  plans  in  relation 
to  the  public  systems  was  provided  by  Pensions  in  the  United  States, 
a  report  prepared  in  1952  for  the  Joint  Congressional  Committee  on 
the  Economic  Report  by  the  National  Planning  Association,  with 
Robert  M.  Ball  as  director  of  the  study.32  This  report  pointed  up 
the  inadequacy  of  the  existing  systems  in  the  face  of  the  growing 
need  for  economic  support  for  the  aged  and  especially  widows  and 
disabled  workers.  It  found  that  more  adequate  levels  could  be 
provided  out  of  increased  productivity  without  reducing  the  stand- 
ard of  living  of  the  employed  population.  It  emphasized  the  impor- 
tance, however,  of  continuing  employment  as  long  as  possible,  of 
permitting  mobility  of  labor  for  the  sake  of  high  productivity,  and 
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of  assuring  the  maximum  rehabilitation  of  the  disabled. 

The  NPA  report  estimated  that  within  the  following  decade  (from 
figures  then  available)  only  10  to  15  per  cent  of  the  aged  would  be 
getting  private  pension  benefits  and  that  this  percentage  would 
increase  only  gradually.  Even  in  the  long  run,  it  concluded,  "Old 
Age  and  Survivors  Insurance  will  continue  to  be  the  only  kind  of 
organized  retirement  plan  for  most  people." 

The  report  expressed  further  reservations  about  private  pension 
plans.  It  reasoned  that  their  financing  involves  a  vast  accumulation 
of  funds,  invested  largely  in  bonds,  so  that  the  plans  would  not 
automatically  share  in  the  country's  increasing  productivity,  in  con- 
trast to  programs  such  as  Social  Security,  which  are  financed  more 
currently.  It  also  pointed  to  the  fact  that  the  private  plans  may  re- 
strict mobility  because  they  do  not  generally  provide  vesting  of  bene- 
fits and  may  tend  to  discourage  the  hiring  of  older  workers.  Their 
lack  of  vesting  may  mean  that  a  substantial  number  of  older  workers 
who  have  changed  jobs  will  reach  retirement  without  private  pen- 
sion benefits.  Finally,  it  emphasized  the  need  for  income  security 
for  widows  and  for  the  permanently  disabled  (who  are  far  better 
protected  under  private  plans  today  than  they  were  in  1952,  when 
the  report  was  written). 

The  NPA  report  included  an  inventory  of  then  current  research 
and  suggested  a  continuing  inventory,  a  suggestion  as  pertinent  now 
as  it  was  then. 

The  report  further  advocated  that  the  Federal  Government  com- 
pile and  publish  in  usable  form  the  vast  amount  of  data  now  avail- 
able in  the  Treasury  Department's  files  as  by-products  of  the  ad- 
ministration of  the  Internal  Revenue  Code.  In  that  connection,  it 
favored  "establishment  of  an  advisory  technical  group  to  explore 
what  can  be  done  and  to  make  recommendations ." 

Economic  Needs  of  Older  People  by  John  J.  Corson  and  John  W. 
McConnell33  is  in  effect  both  a  textbook  on  old  age  security  and  a 
policy  review,  particularly  strong  in  its  survey  of  the  needs  of  older 
people  and  of  the  scope  and  problems  of  the  public  programs.  Its 
viewpoint  on  private  plans  is  one  which  recognizes  the  need  for 
supplementation  by  industry  but  hopes  that  it  will  not  interfere  with 
the  full  development  of  Social  Security  into  an  adequate  floor  of 
protection. 
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In  1954  the  Brookings  Institution  published  Industrial  Pensions 
by  Charles  L.  Dearing,34  the  research  for  which  was  begun  shortly 
after  the  Inland  Steel  decision  in  1949,  which  made  pensions  a  bar- 
gainable  subject  under  the  Taft-Hartley  Law.  It  included  a  survey 
as  of  1950  of  the  plans  of  412  companies  employing  4,000,000 
workers,  reflecting  costs  and  funding  arrangements  as  well  as  benefit 
features. 

Dearing  was  largely  concerned  with  the  overall  economic  aspects 
of  pension  plans,  in  connection  with  which  he  compiled  a  number 
of  estimates  of  then  present  and  future  coverage,  assets,  and  con- 
tributions. Like  Robbins,  he  held  that  the  contributions  of  employees 
and  of  the  self-employed  should  be  tax-exempt.  His  major  conclu- 
sion was  that,  aside  from  Social  Security,  provision  against  old  age 
should  stem  from  allocations  by  the  workers  themselves  out  of  their 
wages.  His  reasoning  is  that  by  this  approach  allocations  for  pensions 
will  not  unduly  cut  into  present  living  standards,  but  will  auto- 
matically accommodate  to  whatever  charge  against  current  income 
the  workers  might  be  willing  to  allow.  Starting  with  the  view  that 
contributions  to  negotiated  pension  plans  were  in  effect  earned 
wages  in  a  deferred  form,  he  argued  that  any  pension  plan  was  dis- 
criminatory which  did  other  than  to  preserve  for  each  worker  his 
own  earned  pension  allocation.  Thus  he  termed  discriminatory  any 
plan  which  did  not  provide  full  vesting,  which  gave  past  service 
credits,  or  which  established  a  flat  benefit  amount  unrelated  to  wage 
level. 

Curiously  enough,  Dearing  exempted  from  his  condemnation  pen- 
sion programs  "voluntarily  installed"  which  are  "adapted  to  the 
operating  policies,  financial  capacity,  and  the  competitive  position 
of  individual  corporations ."  In  short,  the  weight  of  the  book  was 
directed  against  collective  bargaining  on  private  pension  plans. 

Other  problems  of  private  pension  plans.  The  study  by  the 
Teachers  Insurance  and  Annuity  Association  which  resulted  in  estab- 
lishment of  the  College  Equity  Retirement  Fund  made  a  significant 
and  original  contribution.35  It  was  an  investigation  of  the  extent  to 
which  an  annuity  based  half  on  fixed  dollars  and  half  on  the  chang- 
ing value  of  a  common  stock  fund  would  have  provided  an  approx- 
imate hedge  against  inflation  through  various  periods  in  the  past. 
With  the  background  of  inflationary  toll  on  the  value  of  its  old  fixed- 
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dollar  annuities,  members  of  TIAA  were  ready  to  accept  the  logic 
of  a  balanced  retirement  program  that  would  hedge  against  inflation 
and  this  study  laid  the  basis  for  a  significant  new  development  in 
pension  plans. 

The  investment  of  pension  funds.  The  investment  of  pension  funds 
has  aroused  interest.  What  is  the  impact  of  pension  funds  on  the 
investment  markets?  Will  they  so  far  increase  savings  as  to  depress 
the  rate  of  interest,  unlikely  as  that  seems  at  the  present  time?  How 
far  have  they  gone  into  equities?  Will  they  provide  an  underpinning 
for  the  stock  market?  Have  they  already  increased  the  prices  of 
"blue-chip"  favorites? 

There  have  been  three  significant  reports.  The  first  was  by  the 
Securities  and  Exchange  Commission  on  the  size  and  investment 
policies  of  noninsured  corporate  pension  plans,  1951-1954.36  The 
second  was  a  survey  of  pension  funds  held  by  New  York  banks  as 
corporate  trustees,  which  included  a  brief  summarization  of  classes 
of  investment  and  of  the  most  commonly  held  issues.37  The  third 
was  a  detailed  study  of  institutional  investors  (including  pension 
funds )  and  the  stock  market  in  1953-55  by  the  staff  of  the  Senate's 
Committee  on  Banking  and  Currency.38  The  detail  in  the  last  named 
report  is  astonishing.  It  includes  for  each  of  25  stocks  the  number  of 
shares  bought  each  month  of  the  two-year  period  by  each  of  seven 
classes  of  institutional  investors.  This  detail  presents  striking  con- 
trast to  the  almost  total  absence  of  relevant  information  in  many  of 
the  important  areas  we  have  discussed. 

There  have  been  some  beginnings  in  studying  the  operating  ex- 
periences of  pension  plans.  The  New  York  State  Department  of 
Labor  has  studied  the  rates  of  retirement  in  several  large  industry- 
wide pension  plans.39  Under  the  plans  studied  there  appeared  to  be 
little  in  the  way  of  "planned  retirement";  rather  it  frequently  re- 
sulted from  ill  health  or  from  the  inability  of  an  older  worker  to  get 
reemployed  after  loss  of  a  job  through  reduction  in  force  or  the  fact 
that  his  previous  employer  went  out  of  business. 

Princeton  has  published  an  excellent  discussion  of  experience  with 
permanent  disability  retirements,40  which  notes  that  cost  estimates 
range  from  2  per  cent  to  46  per  cent  of  the  total,  that  definitions  vary 
widely  and  that  practices  in  interpreting  disability  may  be  unrelated 
to  the  definitions,  that  rates  of  disability  retirement  may  be  con- 
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nected  with  the  type  of  work  but  do  not  seem  to  be  correlated  with 
industry,  that  company  policy — in  dealing  with  workers  whose  health 
is  impaired  (including  perhaps  arrangements  for  lighter  work) — may 
have  much  to  do  with  the  rates  of  retirement,  and  that  periodic 
medical  reexaminations  are  always  provided  for  and  practically 
never  used.  These  findings  are  obviously  useful. 

Several  studies  have  been  concerned  with  the  impact  of  pension 
plans  on  the  hiring  of  older  workers.  One  has  established  that  em- 
ployers are  likely  to  consider  that  factor  in  hiring.41  Another  has 
assembled  facts  to  establish  that  it  should  not  be  so.42 

A  significant  development  in  the  past  ten  years  has  been  research 
into  declining  mortality  rates  to  the  point  where  two  new  mortality 
tables  for  annuity  purposes  have  been  put  into  use,  joined  to  a  new 
idea  of  systematically  projecting  reductions  in  mortality  rates  for 
succeeding  generations.43  Comparisons  with  current  experience  have 
been  regularly  published  by  the  Society  of  Actuaries. 

However,  information  is  lacking  on  the  element  of  mortality 
selection  involved  in  voluntary  retirement  and  on  rates  of  retirement. 
In  part  the  insurance  companies  could  help  fill  that  gap  in  coopera- 
tion with  the  Society  of  Actuaries.  Something  should  be  done  to 
compile  and  publish  data  on  the  experience  of  noninsured  pension 
plans,  perhaps  through  the  Society  of  Actuaries  or  the  Conference 
of  Actuaries  in  Public  Practice. 

Questions  for  future  pension  research.  The  big  question  for  con- 
tinuing study  is  the  adequacy  of  Social  Security  and  the  role  of 
private  pension  plans.  Is  OASI  providing  an  adequate  floor  of  pro- 
tection? Are  private  plans  adequately  covering  the  employees  in  the 
industries  in  which  they  are  established — or  do  their  requirements  of 
minimum  continuous  service  mean  that  a  substantial  number  of 
employees  will  retire  without  private  pension  rights  although  they 
worked  at  a  number  of  jobs  covered  by  pension  plans?  The  major 
questions  for  future  research  into  the  broad  economic  import  of 
pension  plans  has  been  well  formulated  in  the  report  of  the  National 
Bureau  of  Economic  Research  entitled  Suggestions  for  Research  in 
the  Economics  of  Pensions.**  Briefly,  the  Bureau's  report  makes  sug- 
gestions for  a  number  of  far-reaching  research  studies  directed  to 
the  following  questions: 

1.  What  is  the  extent  of  coverage  of  pension  plans?  What  are  their 
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benefit  levels  and  principal  characteristics?  What  are  the  changes 
over  a  period  of  time?  What  do  they  permit  us  to  project  as  to  the 
future? 

2.  What  are  the  aggregate  contributions  to  pension  plans?  What 
are  their  assets?  What  relation  does  this  bear  to  other  measures  of 
overall  economic  activity  such  as  the  GNP? 

3.  What  is  the  impact  of  pension  accumulations  on  the  net  rates  of 
savings  and  investments? 

4.  What  is  the  specific  impact  of  pension  investments  on  the  cap- 
ital markets?  More  specifically,  how  do  these  investments  affect  the 
markets  for  bonds,  common  stocks,  mortgages?  What  future  course 
might  these  investment  policies  take?  What  influence  do  pension 
investments  have  on  the  investment  policies  of  other  sources  of 
capital? 

5.  In  what  ways  do  pension  plans  effect  a  transfer  of  income 
among  the  various  elements  in  the  population,  as  between  classes  of 
income  recipients  and  as  between  the  active  and  retired  population? 

6.  What  is  the  effect  of  pension  plans  on  labor  mobility  and  the 
willingness  to  hire  older  workers? 

7.  What  is  the  relation  of  labor  turnover  to  pension  costs  and  ulti- 
mately to  the  extent  of  pension  benefits  under  private  plans?  The 
report  suggests  that  truly  useful  turnover  data  must  represent  more 
than  crude  rates  of  separation  and  be  related  to  industry,  type  of 
employment,  sex,  age,  and  previous  service. 

8.  What  is  the  relation  of  tax  laws  to  the  development  of  pension 
plans  for  the  employed  and  the  self-employed?  Does  foreign  experi- 
ence have  value  for  us  in  this  connection? 

9.  What  is  the  role  of  pension  plans  in  guaranteeing  economic 
stability? 

There  are,  of  course,  a  number  of  other  questions. 

Are  there  economic  segments  which  private  pension  plans  cannot 
be  expected  to  cover? 

What  is  the  effect  of  industry-wide  plans  on  employer  costs,  labor 
mobility,  and  the  hiring  of  older  workers? 

What  factors  determine  the  ages  at  which  workers  do,  in  fact, 
retire? 

What  is  the  experience  with  disability  pensions — in  terms  of  cost, 
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factors  effective,  rates  of  disability  retirement,  and  administrative 
experience? 

How  have  equity  annuities  worked  out  in  effectuating  the  original 
objective  of  hedging  benefits  against  inflation? 

Are  pension  funds  undertaking  investments  directed  to  particular 
social  purposes  (such  as  specialized  housing)  as  well  as  to  yield? 

PUBLIC  REGULATION 

The  regulation  of  welfare  and  pension  funds  is  bound  to  be  a 
rapidly  expanding  subject.  There  have  been  several  significant  in- 
vestigations of  abuses,  one  by  the  New  York  State  Insurance  Depart- 
ment in  1953-1954  and  another  in  1954-55  by  subcommittees  on 
welfare  and  pension  funds,  one  for  the  House  and  another  for  the 
Senate. 

The  New  York  investigations  and  reports  brought  to  light  scandals 
in  which  welfare  funds  were  misused  for  personal  gain.  The  reports 
by  the  New  York  Insurance  Department  which  issued  from  these 
investigations  were  more  than  a  simple  recounting  of  the  episodes 
of  abuse;  they  contained  a  large  amount  of  new  data  on  union 
management  welfare  and  pension  funds,  including  coverage,  pre- 
miums, benefits,  dividends,  and  commissions  and  fees.45 

This  was  followed  by  a  voluminous  statistical  presentation  by  the 
New  York  Banking  Department  on  pension  and  welfare  funds, 
analyzing  their  benefits,  investments,  administrative  practices,  and 
actuarial  assumptions.46  The  report,  intended  to  be  preliminary, 
consisted  almost  entirely  of  tables  without  analytic  text.  While  the 
survey  was  extensive  in  coverage,  there  is  naturally  some  question  as 
to  whether  its  universe  was  meaningful  since  it  included  all  funds 
handled  by  New  York  trust  companies,  whether  or  not  they  covered 
New  York  employees.  The  study  was  useful,  nevertheless,  since 
much  of  it  was  the  sort  of  information — such  as  administrative  ar- 
rangements and  actuarial  foundations — not  included  in  any  previous 
publications. 

The  end  result  in  New  York  (as  in  five  other  states)  was  en- 
actment of  a  law  requiring  annual  reports  from  all  union  manage- 
ment welfare  and  pension  funds.  Funds  have  been  filing  voluminous 
data.  It  is  to  be  hoped  that  with  the  aid  of  economists,  statisticians, 
and  actuaries  this  information  will  be  used  to  furnish  the  public  with 
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valuable  statistical  data  pertinent  to  the  public  interest. 

The  U.  S.  Senate  Committee  held  a  long  series  of  hearings,  many 
concerned  with  unearthing  scandals  and  several  with  the  testimony 
of  expert  witnesses  on  practices  and  suggestions  for  reform.  The 
reports  of  the  Committee  occupy  several  volumes.47  The  final  report, 
which  recommended  legislation  for  registration  and  reporting,  repre- 
sents an  important  contribution  to  the  field.  It  not  only  went  into 
the  abuses  and  their  possible  relation  to  insurance  industry  practices; 
the  report  is  balanced,  first,  by  a  detailed  consideration  of  the  posi- 
tive accomplishments  of  some  of  the  most  significant  negotiated  pen- 
sion and  welfare  plans  and,  further,  by  detailed  examination  of  the 
company  insurance  carrier  relationships  in  management  directed 
plans  such  as  General  Motors  and  U.  S.  Steel.  The  report  represents 
a  first-rate  contribution  to  public  understanding  of  the  workings  of 
welfare  and  pension  plans  and  of  group  insurance,  not  merely  in 
those  notorious  instances  where  abuses  have  occurred,  but  also  with 
respect  to  some  of  their  positive  achievements  and  their  more  normal 
mode  of  operation. 

Important  questions  lie  ahead.  Shall  regulation  be  federal  or  state 
or  both?  What  lessons  are  there  in  the  early  experiences  with  regu- 
lation for  any  later  statutes?  Shall  the  government  be  concerned  with 
actuarial  soundness?  Additional  statutes  are  likely.  Regulation  will 
become  a  subject  in  itself.  Both  the  development  of  these  laws  and 
their  impact  on  welfare  and  pension  funds  are  subjects  which  will 
increasingly  invite  objective  review  and  appraisal  in  the  light  of  the 
public  interest. 

DISABILITY  BENEFITS 

Four  states  have  enacted  temporary  disability  benefit  laws  ( Rhode 
Island,  1942;  California,  1946;  New  Jersey,  1948;  and  New  York, 
1949).  In  1946,  the  Federal  Government  adopted  a  corresponding 
system  for  workers  covered  by  the  Railroad  Retirement  Act.  These 
laws  represent  the  extension  of  group  accident  and  sickness  benefits 
( cash  sick  benefits )  through  coverage  mandated  or  provided  by  the 
government.  California  has  extended  its  system  to  include  indemnity 
for  hospitalization. 

Of  particular  significance  is  the  fact  that  the  four  state  laws  are 
fundamentally  quite  different.  The  Rhode  Island  law  provides  the 
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benefits  exclusively  through  a  state  fund  which  is  part  of  the  un- 
employment compensation  administration.  The  California  law,  based 
entirely  on  employee  contributions,  provides  benefits  through  a  state 
fund,  the  administration  of  which  is  integrated  with  unemployment 
compensation,  but  its  statute  also  permits  groups  to  contract-out  of 
the  state  plan  if  they  provide  better  benefits.  The  New  Jersey  law  is 
in  essentially  the  same  form,  except  that  it  splits  the  cost  between 
employers  and  employees  and  has  therefore  provided  a  more  con- 
centrated incentive  for  contracting-out.  Moreover,  the  New  Jersey 
law  provides  a  degree  of  experience  rating  for  employers  who  remain 
in  the  state's  fund.  The  New  York  law  removed  all  mandated  cover- 
age from  the  state  except  for  a  special  fund  to  provide  benefits  to 
workers  unemployed  for  more  than  four  weeks.  Employers  are  re- 
quired to  provide  the  coverage  either  through  an  insurance  carrier 
or  through  self-insurance.  There  is  a  State  Insurance  Fund  in  New 
York  but  it  acts  in  this  connection  simply  as  another  insurance  car- 
rier, with  no  automatic  coverage  as  a  result  of  the  law  and  having 
to  compete  from  the  beginning  against  other  carriers. 

Obviously,  in  the  enactment  of  any  more  laws  of  this  type,  the 
merits  of  these  various  systems  as  tested  by  actual  experience  are 
very  much  at  issue.  We  have  now  had  about  ten  years  of  experience 
with  three  of  the  systems  and  six  years  of  experience  under  the  New 
York  law.  Research  directed  to  evaluation  of  these  systems  has  been 
notably  lacking. 

When  the  New  York  Disability  Benefits  Law  was  under  considera- 
tion, the  State  Labor  Department  issued  its  Studies  in  Disability 
Insurance,  which  represented  a  comprehensive  amassing  of  the  data 
which  might  affect  the  framing  of  the  law.48  Much  of  it  makes  perti- 
nent reading  today.  It  highlighted  the  major  issues  affecting  the 
various  systems:  relative  expense  margins,  adverse  selection,  flex- 
ibility in  advancing  benefits,  and  possible  incentives  to  discrimina- 
tion in  employment.  There  has  been  little  attempt  seriously  to  review 
the  various  systems  to  see  how  they  have  measured  up  in  terms  of 
those  tests. 

The  Bureau  of  Employment  Security  of  the  U.  S.  Department  of 
Labor  has  maintained  a  constant  interest  in  the  subject  and  has 
turned  out  a  useful  series  of  papers  utilizing  whatever  information 
has  been  available  to  help  in  evaluation  of  the  various  systems.49 
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The  Research  Council  of  Economic  Security  has  likewise  turned  out 
a  series  on  disability  benefit  laws  but  these  have  not  been  quite  as 
probing  as  the  monographs  of  the  Bureau  of  Employment  Security.50 
Dr.  Nathan  Sinai  of  the  University  of  Michigan's  Bureau  of  Public 
Health  has  contributed  one  early  general  discussion  and  a  second 
paper  analyzing  the  Rhode  Island  system  at  the  request  of  its 
officials.51 

A  number  of  states  have  done  studies  connected  with  considera- 
tion of  such  legislation.  In  general  they  have  been  concerned  with 
measuring  the  extent  and  level  of  voluntary  employee  coverage  by 
sick  benefits.  It  is  a  little  difficult  to  say  how  useful  this  type  of 
survey  is.  A  good  case  can  be  made  for  the  point  of  view  that 
determinations  about  the  percentage  of  workers  covered  are  ulti- 
mately rather  immaterial  to  the  question  whether  there  should  be 
compulsory  disability  benefits.  Occasionally  these  reports  have 
gone  beyond  the  more  superficial  consideration  of  the  merits  of 
the  various  systems,  but  in  no  case  have  they  sought  to  develop  any 
fresh  data  bearing  on  the  issue.52 

The  five  existing  systems  vary  widely  in  their  research  output. 
The  Railroad  Retirement  Board  leaves  little  to  be  desired.  The 
Rhode  Island  system  has  developed  information  bearing  on  such  spe- 
cific problems  of  its  law  as  the  cost  of  pregnancy  disabilities  and 
the  duplication  of  payments  with  Workmen's  Compensation.  How- 
ever, nothing  appears  to  have  been  done  in  the  way  of  a  serious 
survey  of  the  development  of  voluntary  supplementation  in  Rhode 
Island.  There  have  been  references  to  a  growing  volume  of  accident 
and  health  insurance  in  Rhode  Island  but  these  published  figures 
have  always  been  gross  totals  inclusive  of  hospitalization  and  sur- 
gical insurance  and  there  is  actually  not  much  point  talking  about 
the  growth  of  hospital  and  surgical  insurance  when  the  issue  in- 
volved is  whether  employers  in  Rhode  Island  have  found  it  ad- 
visable to  establish  supplementary  cash  sickness  benefits. 

California  and  New  Jersey  have  furnished  fairly  voluminous  data 
concerning  state  plan  coverage  and  experience  and  in  each  instance 
there  are  reports  on  the  aggregate  experience  of  private  plans  in- 
cluding premiums,  benefits  and  expense  margins.  However,  the 
really  big  job — a  detailed  study  of  private  plan  and  state  plan  cover- 
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age  to  consider  the  net  outcome  in  terms  of  selection,  flexibility,  and 
expenses  of  operation — has  not  yet  been  done. 

Except  for  a  special  fund  for  the  sick  unemployed,  the  New  York 
system  consists  entirely  of  private  plans.  For  that  reason — and  to 
some  extent  perhaps  because  of  a  division  of  administrative  respon- 
sibility— the  research  done  has  been  far  short  of  the  need  for  evalua- 
tion of  actual  experience  under  the  New  York  law.  It  is  to  be  hoped 
that  before  other  states  have  legislated,  adequate  surveys  will  have 
been  made  of  the  existing  state  systems  for  serious  evaluation  of 
their  comparative  merits. 

SUMMARY 

New  problems  in  the  field  of  employee  benefit  plans  are  now 
emerging  for  research. 

Health  plans  are  entering  on  to  a  plane  of  comprehensiveness 
where  the  changes  involve  profound  implications  for  the  future  of 
medical  care.  In  pensions,  it  is  experience  with  negotiated  plans 
which  provides  the  relatively  new  field  of  research.  The  problems  of 
government  regulation  will  grow  to  be  an  important  new  field  for 
study.  A  variety  of  disability  benefit  laws  can  now  be  tested  against 
experience  as  a  guide  to  the  future  of  this  relatively  new  type  of 
legislation. 

The  needs  and  opportunities  for  useful  work  are  there;  the  re- 
sponse in  terms  of  research  can  be  predicted  only  in  part.  Research 
responds  to  supply  and  demand  and  effective  demand  may  be  quite 
different  from  a  general  interest.  It  usually  involves  a  concentrated 
interest,  associated  with  the  ability  to  pay. 

We  can  be  fairly  confident  that  a  good  deal  of  the  necessary  re- 
search in  health  plans  will  be  done,  because  there  are  organizations 
to  whom  it  is  important  that  these  studies  be  made.  It  is  not  equally 
clear  that  the  desirable  research  will  be  gotten  under  way  in  the 
fields  of  pensions  and  disability  benefit  laws,  and  in  certain  aspects 
of  the  health  plans.  Much  of  what  should  be  done  stems  from  a 
general  public  interest,  which  is  often  diffuse  and  dissociated  from 
an  ability  to  pay.  It  is  to  be  hoped  that  the  work  done  will  be  prop- 
erly matched  to  our  needs  by  a  lively  regard  for  the  public  welfare 
by  those  who  may  be  in  a  position  to  influence  the  course  of  research 
on  employee  benefit  plans. 
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THE    LABOR   MOVEMENT   ABROAD 
BY   ADOLF    STURMTHAL* 


Research  in  international  labor  problems  has  had  a  substantial 
revival  since  World  War  II.  Indeed  to  speak  merely  of  a  revival  after 
the  war  is  inadequate.  For  in  quantity,  purpose,  and  methodology — 
if  not  always  in  quality — research  since  World  War  II  has  gone  be- 
yond the  levels  of  the  period  prior  to  1939. 

Some  of  this  growth  of  research  was  related  to  practical  needs. 
For  the  first  time  in  American  history  a  substantial  amount  of  re- 
search on  international  labor  problems  provided  for  the  needs  of 
current  operations,  both  in  the  sense  that  it  grew  out  of  current 
activities  and  that  it  served  the  needs  of  policymakers  and  of  those 
engaged  in  field  operations. 

Other  work  in  the  international  labor  field  has  been  motivated  by 
a  drive  to  obtain  greater  insight  into  domestic  issues.  In  the  words 
of  Lloyd  Reynolds,  "the  developments  which  are  debated  and  feared 
in  one  country  have  usually  occurred  somewhere  else  in  the  world, 
and  comparative  analysis  lends  a  desirable  perspective  to  a  view  of 
domestic  affairs."1  The  hope  to  arrive  at  general  theories  in  the  field 
of  industrial  relations,  the  possibility  of  testing  hypotheses  based 
upon  one  area's  data,  against  foreign  experience,  simple  intellectual 
curiosity  about  foreign  labor,  a  growing  awareness  of  the  importance 
of  labor  in  the  international  field,  both  politically  and  economically 
— all  these  and  many  more  motivations  have  led  to  a  considerable 
expansion  and  diversification  of  research. 

*  Philip  Murray  Professor  of  International  Labor  Studies,   Roosevelt  University. 
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The  simplest,  and  for  some  purposes  the  most  useful,  classification 
of  research  is  that  according  to  geographic  regions.  A  good  deal  of 
work  in  our  field  is  devoted  to  the  investigation  of  an  industrial  rela- 
tions problem  in  a  given  area  during  a  given  period.  This  traditional 
form  of  work  is,  of  course,  perfectly  legitimate  and  in  many  contexts 
obviously  indispensable.  Anyone  interested  in — say — France  from 
an  economic,  social,  or  political  point  of  view,  will  wish  to  examine 
such  works  as  those  of  Lewis  L.  Lorwin,  David  Saposs,  Henry 
Ehrmann2  and  others  for  an  understanding  of  the  French  labor 
movement  and,  for  a  more  complete  and  up-to-date  insight,  the 
work  of  Val  R.  Lorwin.3  No  student  of  Austria  can  afford  to  miss 
Charles  A.  Gulick's  monumental  and  authoritative  work.4 

Other  work,  particularly  some  of  the  more  recent  investigations, 
does  not  fit  into  this  kind  of  classification.  The  emphasis  is  on  prob- 
lems, the  test  of  hypotheses  or  the  elaboration  of  more  generalized 
propositions,  valid  beyond  the  limits  of  a  given  area.  The  method 
employed  is  increasingly  that  of  comparative  research  which  pre- 
sents some  of  the  most  challenging  questions  of  methodology  but 
also  holds  out  the  promise  of  great  rewards.  Some  comparative 
studies  as  well  as  other  investigations,  deal  with  particular  issues  of 
great  or  general  significance.  These  will  be  discussed  in  a  separate 
part  of  this  presentation. 

For  practical  reasons,  this  survey  has  to  be  limited  severely  in 
several  respects.  It  deals  only  with  work  published  since  the  end  of 
World  War  II.  Only  work  in  the  English  language  has  been  con- 
sidered and,  with  few  exceptions,  I  have  limited  my  attention  to 
research  carried  on  in  the  United  States. 

COUNTRY  STUDIES:   THE  WEST 

While  the  so-called  underdeveloped  countries  have  received  in- 
creasing attention  during  the  latter  part  of  the  postwar  decade,  the 
bulk  of  the  published  work  has  continued  to  be  devoted  to  the 
Western  world  and  its  labor  problems. 

Canada  has  been  neglected,  perhaps  because  of  a  mistaken  notion 
that  its  industrial  relations  problems  are  identical  with  those  of  the 
United  States  and  do  not  require  separate  study,5  or  that  Canadian 
work  written  in  English  is  sufficiently  intelligible  for  American 
readers — a  reasoning  which  does  not  seem  to  extend  to  England, 
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Australia,  or  other  parts  of  the  British  Commonwealth  or  the  Empire. 
General  surveys  and  histories  by  Logan,  Norgren,  Jamieson,  and  a 
number  of  specialized  studies6 — the  majority  of  the  authors  do  not 
reside  in  the  United  States — should  be  mentioned. 

Australia  and  New  Zealand  have  been  discussed  by  a  small  num- 
ber of  authors.  General  surveys  of  Australian  industrial  relations 
place  most  emphasis  on  the  systems  of  compulsory  arbitration.7  Al- 
though this  is  fully  justified,  in  view  of  the  importance  of  the  sub- 
ject, the  rather  intriguing  politics  of  the  Australian  labor  movement 
seem  badly  neglected.8  New  Zealand  is  represented  by  a  small  num- 
ber of  studies  in  journals.9 

Western  and  Central  Europe  continue  to  attract  a  good  deal  of 
the  American  scholars'  attention.  Only  a  small  number  of  the  major 
works  can  be  listed  here.  History  and  general  surveys  predominate 
in  this  part  of  my  paper. 

British  authors  being  in  the  main  disregarded  in  this  report,  no 
reference  will  be  made,  as  far  as  literature  on  England  is  concerned, 
to  the  work  of  G.  D.  H.  Cole,  Allen  Flanders,  Hugh  Clegg,  F.  Zweig, 
K.  G.  J.  C.  Knowles,  and  J.  L.  Richardson  beyond  this  listing  of 
their  names.  The  most  widely  noted  American  work  is  that  of 
Joseph  Goldstein  whose  American  title,  The  Government  of  A  British 
Trade  Union — more  modest  than  that  of  the  British  edition — more 
adequately  describes  its  content.10  Briefer  studies  deal  with  changes 
in  British  labor  legislation  and  industrial  relations  in  specific  British 
industries.11  Obviously,  the  industrial  relations  of  the  motherland  of 
modern  unionism  offer  ample  yet  unused  opportunities  for  American 
research.  Scandinavia  has  fared  somewhat  better,  mainly  as  a  result 
of  Walter  Galenson's  careful,  understanding,  and  sophisticated 
work.12  Most  of  the  published  works  dealing  in  a  general  way  with 
French  industrial  relations  were  noted  above.13 

A  fairly  sizeable  number  of  investigations  deal  with  Germany. 
The  most  general  surveys  are  those  of  Philip  Taft  and  Clark  Kerr.14 
A  relatively  less  well-explored  aspect — the  Christian  union  move- 
ment— and  one  or  two  more  specialized  studies  also  deserve  men- 
tion.15 Two  very  good  pieces  of  research  deal  with  the  peculiar 
German  labor  court  system.16  By  contrast,  Italy  has  been  badly 
neglected.  There  is  one  general  survey,  no  complete  history  of  the 
labor  movement,  little  work  on  collective  bargaining  and  related 
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problems,  and  only  one  or  two  studies  of  the  political  aspects  of 
the  Italian  labor  problems,  even  though  the  latter  have  been  of  great 
significance  for  the  United  States.17 

Of  the  smaller  European  nations,  only  Austria  has  attracted  Amer- 
ican researchers.18  No  recent  work  dealing  with  Belgium,  Holland, 
Switzerland  has  come  to  my  attention.  Nor  have  Spain,  Portugal, 
and  other  Western  countries  received  the  attention  they  deserve. 

PROBLEM  STUDIES  AND  COMPARATIVE  RESEARCH 

In  the  pages  that  follow  I  shall  discuss  research  of  various  kinds : 
particular  problems  on  which  a  number  of  American  scholars  have 
concentrated  their  research  efforts,  such  as  German  codetermination; 
and  comparative  research,  i.e.,  research  dealing  with  the  same  (or 
similar  or  related)  phenomenon  in  different  countries.  Some  pre- 
liminary remarks  about  the  latter  kind  of  research  may  be  ap- 
propriate. 

Comparative  research  has  been  carried  on  in  several  ways.  In 
most  cases,  it  has  been  tacitly  comparative,  i.e.,  by  using  the  Amer- 
ican terms  in  discussing  foreign  phenomena  or  even  more  by  asking 
"American"  questions  of  foreign  phenomena,  the  observer  makes  an 
implied  comparison.19  In  this  sense,  practically  all  American  writing 
on  foreign  industrial  relations  is  implicitly  comparative. 

More  recently,  there  has  been  a  development  of  explicit  compara- 
tive work.  Walter  Galensons  Comparative  Labor  Movements  and 
all  but  one  chapter  of  a  recent  study  on  collective  bargaining  in 
seven  countries20  are  just  preparatory  for  explicit  comparison.  Other 
work,  however,  has  been  fully  comparative.  Some  issues  arising  in 
this  kind  of  work  may  be  noted. 

An  observer  may  approach  the  observable  universe,  take  from 
various  'cultures' — usually  identified  in  our  field  by  different  national 
sovereignties — the  phenomenon  carrying  the  same  or  related  desig- 
nation, and  then  proceed  to  compare  what  these  phenomena  have 
in  common,  what  distinguishes  one  from  another,  one  group  from 
another  group  and,  possibly,  why  such  differences  arose.  This  is  a 
necessary  approach  and  a  highly  rewarding  one,  provided  the  ob- 
server is  aware  of  some  of  the  dangers  lurking  in  the  shadows.21 
Value  judgments  and  a  naive  assumption  that  the  same  name  desig- 
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nates  the  same  thing  everywhere,  are  among  the  most  obvious 
pitfalls. 

Somewhat  more  sophisticated  comparative  work  consists  in  com- 
paring various  functions  that  have  to  be  performed  in  the  area  of 
industrial  relations,  the  agencies  that  are  used  for  these  purposes  in 
different  countries,  the  way  they  go  about  fulfilling  them,  the  effec- 
tiveness with  which  these  tasks  are  performed,  the  reasons  why  what 
is  done  is  accomplished  that  way. 

Another  kind  of  comparative  research  begins  with  a  hypothesis 
whose  general  validity  the  researcher  wishes  to  test.  He  then  pro- 
ceeds to  examine  relevant  experiences  from  a  number  of  different 
countries,  and  in  that  process  refines,  modifies,  or  rejects  the  hy- 
pothesis with  which  he  started.  The  way  in  which  useful  hypotheses 
for  this  kind  of  work  can  be  derived,  the  process  of  testing  in  related 
or  distant  cultures,  the  problem  of  significance  in  results  that  fre- 
quently must  be  determined  on  the  basis  of  small  numbers,  all  these 
and  many  other  questions  arising  in  this  work  cannot  be  discussed 
in  this  context. 

CODETERMINATION 

The  German  codetermination  laws,  particularly  those  applying  to 
steel  and  coal,  considerably  less  the  general  law  of  1952,  have  given 
rise  to  a  large  number  of  investigations.22  While  most  of  the  earlier 
work  was  of  necessity  of  a  somewhat  speculative  nature  and  dis- 
cussed the  merits  and  demerits  of  the  German  experiment  on  the 
basis  of  principles,  history,  or  intentions,23  later  investigations,  par- 
ticularly those  of  Kerr,  McPherson,  and  especially  Blumenthal  exam- 
ined empirical  material  about  the  system  in  operation.  With  a  very 
important  qualification  to  which  I  shall  refer  below,  this  work  would 
seem  to  present  one  of  the  relatively  rare  cases  in  which  hypotheses 
or  conclusions  derived  from  them,  could  be  tested  by  reference  to 
experience. 

American  forecasts  of  the  outcome  of  the  experiment  were  almost 
unanimously  unfavorable.  This  refers  not  only  to  the  dire  prophecies 
of  the  National  Association  of  Manufacturers24  (which  according  to 
Clark  Kerr  predicted  that — "codetermination  would  result  in  a  huge 
monopoly  by  the  trade  unions  and  [that]  the  DGB  [German  trade 
union  federation]  would  be  running  the  German  economy  as  a  kind 


THE  LABOR  MOVEMENT  ABROAD  179 

of  octopus").25  I  am  thinking  primarily  of  the  general  trend  of  scien- 
tific investigations  which  tended  to  ask  questions  indicating  a  good 
deal  of  doubt  as  to  the  ultimate  good  that  the  experiment  could 
produce:  How  can  codetermination  work  without  leading  to  constant 
labor-management  controversy?  How  can  unions  effectively  repre- 
sent worker  interest  when  they  are  also  co-managers?  What  are  the 
effects  of  such  a  system  on  a  company's  ability  to  produce  and  re- 
main competitive  in  domestic  and  world  markets?  What  happens 
to  prices,  wages,  and  industrial  relations?26 

It  is  perhaps  significant  for  the  state  of  the  social  sciences  that 
not  only  is  there  some  dispute  as  to  the  facts  that  might  answer  these 
questions,  but  that,  in  addition,  even  when  statements  of  fact  are 
agreed  upon,  divergences  as  to  the  meaning  of  these  continue  un- 
abated. As  to  the  facts  themselves,  it  seems  established  that  the  sys- 
tem works,  but  not  as  a  real  device  for  sharing  general  responsibility. 
Instead  of  codetermining  the  general  policies  of  the  steel  companies, 
the  labor  representatives  and  those  of  the  stockholders  have  arrived 
at  a  division  of  labor  in  which  union  and  works  council  representa- 
tives concentrate  their  attention  on  wages  and  working  conditions, 
and  the  stockholder  representatives  on  general  business  and  produc- 
tion problems.  This,  against  most  forecasts,  has  made  the  role  of  the 
eleventh  member  of  the  supervisory  board  less  than  crucial  and  his 
choice  hardly  contentious.27  As  a  further  result,  the  issue  of  split 
loyalties  has  not  been  felt  acutely,  according  to  Blumenthal  and  Mc- 
Pherson,  while  Clark  Kerr  states  that  at  least  the  labor  director,  even 
if  not  the  labor  members  of  the  supervisory  board,  "quickly  becomes 
a  member  of  the  managerial  class/'28  An  American  union  representa- 
tive significantly  stated  that  "there  is  probably  a  growing  feeling  of 
alienation."  He  based  this  statement  on  his  knowledge  of  "what 
would  happen  in  my  own  union  if  a  personnel  director,  representing 
the  union,  rejected  the  demands  of  the  union."29 

Some  reports  hold  that  wages  in  the  plants  under  codetermination 
are  higher  than  they  would  have  been  in  the  absence  of  codetermina- 
tion;30 other  observers  point  out  that  the  favorable  market  situation 
of  the  German  coal  and  metal  industry  would  have  produced  sub- 
stantial wage  increases  in  these  industries,  even  in  the  absence  of  co- 
determination.31  As  to  nonwage  benefits  for  the  workers,  it  seems  to 
be  agreed  that  most  probably  the  new  system  has  enriched  them, 
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but  Clark  Kerr  sees  in  this  mainly  "paternalistic  services"  whose 
expansion  may  thus  have  substantial  disadvantages  from  many 
points  of  view. 

Again,  there  seems  to  be  consensus  about  the  favorable  climate 
of  labor-management  relations  in  the  steel  industry.  Yet  in  the  light 
of  the  generally  cooperative  attitude  of  the  German  unions,  some 
observers  seem  to  feel  that  this  may  not  be  related  to  codetermina- 
tion  at  all.  Blumenthal  refers  to  mild  lay-off  policies  during  the  steel 
recession  of  1953/4  as  a  favorable  result  of  codetermination.  Clark 
Kerr  finds  the  same  trend  in  other  industries.32  Moreover,  Blumen- 
thal's  argument  is  greatly  weakened  by  his  comparison  of  lay-off  pro- 
cedures in  the  mild  recession  of  1953/4  with  those  used  during  the 
catastrophe  of  1931.  Similarly,  the  low  strike  frequency  and  the 
small  number  of  grievances  reaching  the  labor  courts  may  or  may 
not  have  been  related  to  the  new  system. 

The  debate  thus  seems  to  have  been  inconclusive  so  far.  Co- 
determination  works,  but  not  in  the  fashion  originally  envisaged. 
Its  economic  effects  seem  insignificant  to  those  who  regard  the  forces 
operating  on  the  market  as  predominant.  Many  observers,  moreover, 
are  uncertain  about  the  long-run  effects  of  the  new  system,  even  if 
it  be  admitted  that  the  short-run  effects  are  favorable,  however  this 
term  be  defined.  How,  in  particular,  will  codetermination  stand  up 
under  the  strain  of  a  major  depression?  Will  the  workers,  with  ad- 
vancing educational  experience,  broaden  the  interests  they  wish  to 
serve  by  codetermination  and  thus  bring  the  system  closer  to  what 
it  was  intended  to  do?  Perhaps  the  time  has  not  yet  come  for  a  final 
verdict. 

Conceivably,  however,  a  good  deal  of  the  American  discussion 
may  have  suffered  from  a  misplaced  emphasis.  In  judging  codeter- 
mination from  the  point  of  view  of  the  highly  wage-conscious  Amer- 
ican worker,  we  may  have  become  guilty  of  the  sin  of  ethno- 
centrism.33  No  one  doubts  that  the  German  worker  desires  higher 
wages  and  better  working  conditions.  But,  in  a  conflict  between  this 
objective  and  some  others,  he  may  perhaps  choose — within  limits — 
these  others.  The  marginal  utility  of  additional  income,  though  surely 
not  anywhere  near  zero,  may  be  lower  than  that  of  additional  polit- 
ical power,  social  status,  or  social  reform.  Clark  Kerr  is  clearly  aware 
of  the  role  that  codetermination  was  supposed  to  play,  in  the  view 
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of  its  prime  movers,  as  a  tool  of  power.  He  quotes  a  statement  of 
Viktor  Agartz,  then  head  of  the  powerful  German  trade  union  re- 
search bureau  ( WWI )  and  one  of  the  leading  figures  in  the  struggle 
for  the  new  system.  According  to  Agartz  its  purpose  was  "not  pri- 
marily economic  reform,  but  rather  a  change  in  the  'social  and 
political  structure  of  the  German  people'."34  It  is  perhaps  on  this 
level  rather  than  that  of  pure  economic  accountancy  that  codeter- 
mination  has  to  be  judged,  if  we  wish  to  evaluate  it  according  to 
the  intentions  of  its  authors. 

Judging  codetermination  by  this  yardstick,  we  are  confronted 
again  with  considerable  differences  of  opinion  in  this  country,  rang- 
ing from  optimism  through  agnosticism  to  bitter  rejection.  Clark 
Kerr  thinks  that,  given  all  the  unfavorable  and  restrictive  circum- 
stances, the  German  labor  movement  had  little  better  to  choose,  but 
that  codetermination  has  not  brought  any  profound  changes  of  the 
economic  and  social  structure  of  Germany.35  Franz  Neumann,  on 
the  other  hand,  is  convinced  that  codetermination  "would  not  change 
the  locus  of  political  power  in  Germany"  and  that  it  is  "difficult  to 
expect  a  viable  Socialist  and  trade  union  movement  in  Germany."36 
Neumann  thus  rejects  by  implication  one  of  the  standard  arguments 
used  by  the  advocates  of  the  new  system,  namely  that  it  would  tend 
to  prevent  the  use  of  business  funds  for  the  support  of  antidemocratic 
movements.37  The  most  optimistic  judgments  are  those  of  Herbert 
Spiro38  and  McPherson39  who  see  in  codetermination  an  instrument 
that  offers  the  individual  new  opportunities  for  meaningful  respon- 
sibility in  his  working  life.40  If  this  is  a  statement  of  fact  then  it 
would  surely  not  be  true  that  codetermination  "accomplishes  nothing 
that  cannot  be  gained  under  free  collective  bargaining"41  for,  not 
even  the  most  ardent  advocate  of  collective  bargaining  sees  in  it  a 
device  to  promote  active  workers'  participation  in  management 
(even  though,  as  a  by-product,  collective  bargaining  restricts  man- 
agement's sphere  of  action). 

workers'  participation  in  management 

While  codetermination  has  drawn  a  good  deal  of  attention,  less 
research  has  been  done  on  other  forms  of  workers'  participation  in 
management  or  labor-management  committees  developed  in  many 
countries.  Under  this  heading  come — among  others — the  enterprise 
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councils  in  Sweden,  the  plant  committees  in  France,  the  German 
works  councils,  joint  consultation  in  British  nationalized  enterprises, 
the  Italian  Commissioni  Interne.42  What  these  systems  have  in  com- 
mon, on  the  one  hand,  and  what  distinguishes  them,  at  least  for- 
mally, from  codetermination,  on  the  other  hand,  is  that  they  do  not 
constitute  decision-making  bodies.  The  major  exception  to  this  is 
the  right  of  French  plant  committees  to  administer  the  welfare  activ- 
ities of  the  firm. 

The  existence  of  such  agencies  in  different  countries  would  seem 
to  invite  comparison  among  them,  as  well  as  with  the  various  forms 
of  labor-management  cooperation  in  the  United  States.  Some  short 
references  of  this  kind  are  found  in  Myers'  essay  on  Sweden,  but 
more  systematic  work  would  seem  very  promising.  Most  reports  in- 
dicate that  the  arrangements  in  Europe  are  far  more  formal  than 
their  counterparts  in  the  United  States.  This  applies  not  only  to  the 
countries  of  the  Continent  with  their  customary  emphasis  on  legal- 
istic procedures,  but  also  to  England  where  in  political  life  and  in 
the  area  covered  by  collective  agreements  tradition  and  unwritten 
law  predominate.  Moreover,  consultation  in  Europe  deals  often  with 
subjects  which  in  the  United  States  are  commonly  handled  by  col- 
lective bargaining  or  grievance  procedures.  It  would  seem,  there- 
fore, that  the  motivation  for  the  formal  arrangements  in  Europe 
might  be  less  in  the  results  expected  from  them  than  in  the  implied 
social  recognition  and  status  which  these  mechanisms  offer.  The 
relationship  between  them,  status  in  a  society  with  traditional  rigor- 
ous stratification,  and  the  general  issue  of  democratization  of  social 
— as  distinguished  from  political — life  would  offer  further  interesting 
avenues  for  research.43  It  would  follow  also  that  better  managerial 
practices  which  one  author  recommends  as  a  substitute  for  joint 
consultation,  would  fall  short  of  meeting  the  wider  aspirations  of 
the  workers — unless  these  better  practices  are  defined  so  as  to  in- 
clude the  satisfaction  of  the  workers'  desire  for  full  social  equality. 

As  devices  to  provide  an  effective  share  in  management  for  the 
workers,  most  arrangements  have  proven  less  than  satisfactory  in  the 
judgment  of  most  observers.44  As  simple  channels  of  information, 
the  committees  have  functioned  better  downwards  than  up  the  line 
of  authority.  The  apparent  fact  that  less  than  satisfactory  results  have 
been  obtained  in  both  public  and  private  enterprises  would  seem  to 


THE  LABOR  MOVEMENT  ABROAD  183 

imply  that  nationalization  has  no  particular  significance  for  the  solu- 
tion of  the  problem.  A  prerequisite  for  further  research,  however,  is 
a  clearer  and  operational  definition  of  what  constitutes  success  or 
failure  in  this  important,  but  somewhat  vague,  area  of  workers'  par- 
ticipation, and  awareness  of  the  time-span  and  other  conditions  re- 
quired to  allow  for  a  fair  judgment  of  the  workings  of  new 
machinery. 

NATIONALIZATION  AND  INDUSTRIAL  RELATIONS 

Syndicalists,  guild  socialists,  and  others  have  advocated  ousting 
private  enterprise  mainly  in  order  to  allow  for  a  fuller  expression  of 
the  worker's  personality  in  his  work.  Yet  nationalization  of  industry 
has  been  proposed  and  enacted  for  many  other  reasons.  This  applies 
particularly  to  the  nationalization  measures  taken  in  England  and 
France  after  World  War  II.  Some  of  their  implications  have  been 
investigated  in  American  literature.45  Once  again,  some  observers 
may  claim  that  Americans  have  placed  undue  emphasis  on  produc- 
tivity and  income  changes  in  examining  the  results  of  nationalization 
measures.  Yet  since  advocates  of  nationalization  in  the  countries 
concerned  themselves  have  extensively  used  these  yardsticks,  the 
accusation  of  ethnocentrism  seems  less  justified  in  this  case  than  in 
others.  Nevertheless  many  a  fundamental  methodological  problem 
remains  unsolved  or  even  unnoticed  in  most  discussions  of  the  im- 
pact of  nationalization  upon  industrial  relations. 

It  is  probably  accepted  that  an  increase  of  physical  productivity 
— if  it  could  be  related  to  the  change  of  ownership — would  be  re- 
garded as  a  favorable  result  of  nationalization.  On  the  whole,  the 
literature  seems  to  agree  that  little  or  no  increase  of  physical  pro- 
ductivity so  far  can  be  clearly  ascribed  to  the  new  incentive  for  the 
workers  which  nationalization,  according  to  the  expectations  of  many 
of  its  advocates,  was  supposed  to  produce.  Whatever  the  facts,  how- 
ever, the  yardstick  is  reasonably  clear  and  fairly  widely  accepted.46 

Can  an  increase  of  average  wages  in  the  nationalized  industry  be 
accepted  as  evidence  of  success?  On  the  one  hand,  since  many  na- 
tionalized enterprises  are  monopolies,  it  might  not  be  difficult  to 
obtain  wage  increases  since  they  can  easily  be  translated  into  price 
increases.47  If,  on  the  other  hand,  such  a  procedure  is  to  be  excluded, 
average   wage   movements   must — ceteris   paribus — coincide   with 
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changes  of  average  physical  productivity  and  the  second  yardstick 
coincides  with  the  first. 

Some  observers  find  that  governments  feel  the  political  respon- 
sibility of  price  rises  following  wage  increases  or  inflationary  deficits 
so  intensely  that  they  are  harder  to  deal  with  than  private  em- 
ployers.48 Moreover,  there  is  always  the  question  whether  a  change 
of  the  inter-industry  wage  structure  in  favor  of — all  or  some — nation- 
alized enterprises  is  the  result  of  organizational  or  of  market  be- 
havior. The  statement  that  British  coal  mining  moved  from  59th 
position  to  14th  position  by  April  1944  and  then — under  nationaliza- 
tion— to  first  place  does  not  tell  us  anything  about  cause  and  effect. 
This  is  a  question  in  which  international  comparative  research  may 
have  some  value.49  While  it  is  agreed  that  nationalization  has  tended 
to  rationalize  the  wage  structure  by  reducing  many  wage  differen- 
tials, this  trend  has  occurred  outside  of  nationalized  enterprises  as 
well.  In  the  British  coal  mines,  the  pooling  of  revenues  has  un- 
doubtedly facilitated  the  narrowing  of  earning  differentials  from  pit 
to  pit.50  Private  monopoly  might,  however,  have  accomplished  the 
same,  as  did  other  arrangements  in  the  past.  It  is  also  not  clear 
whether  nationalization  has  exerted  so  far  any  distinct  influence 
upon  the  frequency  or  intensity  of  industrial  conflict.51  British  and 
French  trends  seem  at  variance;  once  again  further  international 
comparisons  might  be  useful. 

Other  elements  of  industrial  relations  that  have  been  examined  in 
order  to  ascertain  the  influence  of  nationalization  are  labor  partici- 
pation in  management  and  promotion.  The  first  topic  has  been  dis- 
cussed above.  What  remains  to  be  added  is  the  observation  that 
ideological  reasons  would  lead  one  to  expect  that  labor-management 
cooperation  would  be  easier  to  obtain  and  could  more  easily  be 
made  effective  in  public  rather  than  private  enterprise.  Studies  com- 
paring labor-management  cooperation  in  public  and  private  enter- 
prises in  the  same  country  might  confirm  or  reject  this  expectation. 
Promotion  possibilities  opened  up  by  nationalization  have  been 
described  as  "ultimately"  able  to  "do  more  to  implement  the  con- 
cept of  industrial  democracy"  than  demands  for  workers'  control.52 
This  vast  subject  calls  for  more  systematic  research  than  has  been 
devoted  to  it.53 

Even  if  all  these  issues  could  be  settled,  ample  room  would  be  left 
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for  argument.  Is  a  narrowing  of  the  wage  structure  good  or  bad? 
Is  an  improvement  in  relative  wages  in  favor  of  nationalized  enter- 
prises a  favorable  or  an  unfavorable  event?  These  are  of  course 
matters  of  value  judgment. 

WAGE  STRUCTURES 

While  attempts  at  systematic  international  comparisons  of  real 
wage  rates  and  real  earnings  have  a  fairly  long — even  if  not  too  suc- 
cessful— history,  international  comparisons  of  wage  structures  are 
rather  rare  and  mostly  of  recent  date.  To  some  extent  this  may  be 
the  result  of  the  relative  lack  of  reliable  data  for  many  countries  or 
of  the  failure  of  available  data  to  be  strictly  comparable.  But  since 
similar  difficulties  exist  for  so  many  other  economic  data — in  spite 
of  valiant  efforts  of  the  International  Conference  of  Labor  Statis- 
ticians— this  offers  perhaps  no  fully  satisfactory  explanation. 

An  American  bibliography  of  research  on  foreign  wage  structures 
is  thus  brief.  Apart  from  the  outstanding  work  of  A.  Bergson54 
(which  is  slightly  outside  the  time  limits  set  for  this  essay),  the  main 
contributions  have  been  made  by  John  T.  Dunlop  and  Melvin  Roth- 
baum,  by  Lloyd  G.  Reynolds  and  Cynthia  H.  Taft,  and  by  one  or 
two  others.55  A  comparison  of  wage  structures — by  which  term  we 
mean  the  various  sets  of  wage  differentials  and  other  elements  of 
compensation — avoids  some  of  the  obstacles  of  international  com- 
parisons of  real  wages  which  so  far  have  proven  insuperable.  Wage 
structures  can  be  expressed  in  relatives  that  are  comparable  from 
country  to  country,  but  in  exchange  we  are  confronted  with  new 
methodological  issues.  To  some  of  them  we  shall  refer  below. 

The  main  aspects  of  wage  structures  that  have  been  studied  so  far 
are:  direct  and  indirect  wages;  differentials  of  direct  wages  accord- 
ing to  occupation,  geography,  sex;  and  inter-plant  and  inter-industry 
differentials;  degree  of  centralization  of  wage  changes;  labor  costs. 
One  conspicuous  gap  for  those  who  are  interested  in  differentials 
of  disposable  incomes  is  the  examination  of  the  way  in  which  income 
tax  exemptions  act  upon  earning  differentials.56 

Information  collected  for  different  countries  and  then  compared — 
primarily  with  data  of  the  United  States,  but  also  with  data  of  other 
foreign  countries — permits  drawing  two  kinds  of  conclusions:  those 
relating  to  foreign  wage  structures,  their  peculiarities  and  similari- 
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ties;  and  others  giving  new  insights  into  the  system  of  relative  wages 
in  the  United  States.  To  give  one  or  two  examples:  indirect  wages 
have  tended  to  rise  as  a  proportion  of  total  labor  costs  in  many 
Western  countries;  compared  with  France  or  Italy,  the  United 
States  percentage  of  indirect  wages  in  total  labor  costs  is  small. 
There  has  been  a  widespread  tendency  for  skill  differentials  to  nar- 
row, but  United  States  skill  differentials  seem  to  be,  on  the  whole, 
larger  than  those  of  a  number  of  other  Western  countries.57  There 
is  no  reason  to  doubt  that  further  work  along  these  lines  is  likely  to 
produce  interesting  material  and,  more  important,  open  up  new  and 
significant  questions. 

The  second  main  purpose  to  which  material  produced  by  com- 
parative research  in  wage  structures  has  been  put,  is  to  serve  as 
evidence  against  which  to  test  tentative  generalizations.  This  has 
been  done  on  different  levels  of  abstraction. 

Dunlop  and  Rothbaum,  for  instance,  use  their  comparison  of 
French,  Italian,  and  American  wage  differentials  to  suggest  general- 
izations about  the  behavior  of  wage  differentials.  They  point  out 
that  inflation  tends  to  narrow  all  wage-structure  differentials  in  per- 
centage terms,  particularly  skill  differentials.58  They  establish  a 
long-run  tendency  for  new  components  of  compensation  to  develop, 
etc. 

In  Lloyd  Reynolds'  and  Cynthia  Taft's  book  the  results  of  com- 
parative research  of  wage  structures  are  used  to  test  hypotheses 
which  owe  their  existence  to  prior  research  or  to  deduction.  Thus 
Reynolds  and  Taft  refer  to  research  results  for  England,  Canada, 
France,  and  Sweden  in  order  to  obtain  an  answer  to  the  question  of 
whether  unions  influence  the  wage  structure59  and  whether  we  can 
have  a  general  theory  of  relative  wage  rates  applicable  to  a  great 
variety  of  economies.  The  investigation  proceeds  first  to  an  analysis 
of  American  data  which  indicates  that  there  is  no  simple,  uniform 
model  of  union  behavior.60  Clearly,  we  are  even  less  entitled  to  ex- 
pect uniform  union  behavior — or  individual  worker  or  management 
behavior,  for  that  matter — when  we  pass  on  to  a  consideration  of 
foreign  wage  structures. 

Not  only  are  the  unions  of  Western  Europe  strongly  motivated  by 
egalitarian  Socialist  ideas,  in  many  countries  they  are  also  far  better 
organized  industrially  and  more  powerful  in  the  political  arena  than 
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are  the  unions  of  the  United  States.  As  far  as  individual  behavior  is 
concerned,  custom  plays  such  a  significant  part  in  determining  the 
way  in  which  wage  differentials  perform  their  functions,  that  quite 
different  wage  structures  might  correspond  to  the  same  situation  and 
perform  the  same  economic  function  in  different  countries.  Yet,  in 
spite  of  this,  Reynolds  and  Taft  arrive  at  the  conclusion  that  these 
variations  "from  country  to  country  are  no  greater  than  economic 
theory  has  customarily  taken  into  account,"  and  "that  it  is  possible 
to  develop  a  general  theory  of  relative  wages  which  will  have  de- 
scriptive value  for  a  wide  variety  of  national  economies."61 

This  statement  surely  must  mean  only  that  a  general  theory  of 
relative  wages  operates  with  the  same  variables  as  does  accepted 
American  theory.  But  the  authors  themselves  show  some  though  per- 
haps not  fundamental  differences  of  union  policy  in  different  coun- 
tries62 and  they  note  that  far  smaller  occupational  differentials  than 
in  the  United  States  have  been  sufficient  in  Great  Britain  to  produce 
a  satisfactory  supply  of  skilled  labor.  Different  sized  differentials 
thus  call  forth  identical  responses  in  different  countries  of  the  same 
civilization.  Probably  then  identical  differentials  would  function 
quite  differently  in  different  areas  of  the  same  civilization.  How 
they  would  perform  in  substantially  different  cultures  is  an  open 
question.  The  nature  of  the  functions  describing  the  operations  of 
wage  differentials  in  Western  civilization  may  be  the  same,  but  the 
parameters  seem  to  differ  considerably.  Whether  a  fully  generalized 
theory,  valid  for  differing  cultures,  would  have  much  content  is  un- 
certain. 

The  second  question,  that  of  union  influence  on  relative  wages, 
is  answered  by  the  authors  by  way  of  a  compromise.  Unionism  has 
its  effects  upon  the  wage  structure  mainly  because  the  latter  allows 
for  considerable  indeterminacy.  Organizational  behavior  seems  to 
have  proceeded  on  the  whole  within  the  limits  regarded  as  accept- 
able by  employers  and  workers  individually.  When,  however,  a 
clash  between  organizational  and  individual  behavior  develops,  then 
the  market  takes  over  and  reestablishes  the  desired  differentials.63 

INTERNATIONAL    STRIKE    EXPERIENCES 

Two  interesting  studies  use  international  comparisons  to  answer 
questions  relating  to  the  strike  problem.64  Ross  and  Irwin  attempt 


188  A  DECADE  OF  INDUSTRIAL  RELATIONS  RESEARCH 

to  answer  four  main  questions.  As  the  labor  movements  grow  more 
mature,  do  they  get  involved  in  more  or  fewer  strikes?  Is  the  Amer- 
ican labor  movement  more  strike  prone  than  others?  What  are  the 
economic  and  political  institutions  that  are  most  conducive  to  a 
high  volume  of  strike  activity?  And,  finally,  can  we  move  toward  a 
theory  of  strikes  which  would  explain  their  underlying  causes?  The 
method  employed  is  an  examination  of  strike  statistics  for  Australia, 
Canada,  Great  Britain,  Sweden,  and  the  United  States  for  the  period 
from  1927  to  1947,  these  being  the  only  countries  for  which  uninter- 
rupted and  reasonably  reliable  data  were  available  and  where  the 
right  to  strike  was  safeguarded  during  the  entire  period.  Strike  in- 
tensity is  measured  in  a  number  of  dimensions:  the  percentage  of 
the  nonagricultural  employees  and  of  union  membership  involved  in 
strikes;  the  number  of  working  days  lost  by  strikes  in  relation  to  the 
nonagricultural  labor  force,  to  union  membership,  and  to  the  number 
of  workers  involved  in  strikes.  The  main  conclusions  of  the  authors 
are  that  more  mature  movements  produce  shorter  strikes,  but  these 
involve  more  workers;  that  strike  intensity  in  the  United  States  is 
higher  than  in  the  other  countries;  that  the  fundamental  factors  ex- 
plaining such  differences  are  of  a  political  nature  ( employers'  re- 
sistance to  unionism,  rival  unionism,  internal  leadership  rivalries, 
Communist  unionism,  single  firm  bargaining,  absence  of  a  labor 
party  make  for  higher  strike  frequencies )  ,65 

While  Ross  and  Irwin  are  comparing  strike  frequencies  from 
country  to  country — each  country  being  regarded  as  a  unit  in  their 
comparisons — Kerr  and  Siegel  use  industries  as  their  unit  of  com- 
parison. Their  study  is  based  upon  material  drawn  from  eleven  coun- 
tries, the  period  under  examination  is  different  for  different  countries 
since  data  were  not  always  available  for  the  same  length  of  time 
(and  since  strikes  were  outlawed  in  some  countries  for  some 
periods).  The  propensity  to  strike  is  measured  by  the  relationship 
between  the  rankings  of  a  particular  industry  in  two  respects :  num- 
ber of  man-days  lost  by  strikes,  and  volume  of  employment.  Five 
classes  of  strike  propensity  were  established  ranking  from  high  to 
low. 

This  is  obviously  only  a  rough  and  ready  system  of  comparison, 
but  the  inevitable  imperfections  have  hardly  affected  the  impressive 
results  of  the  study.  A  few  industries  (mining,  maritime,  and  long- 
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shore )  appear  consistently  in  the  category  of  high  strike  propensity; 
railroads,  agriculture,  and  trade  with  about  equal  consistency  in  the 
lowest  category;  other  industries  rank  with  great  regularity  in  the 
three  other  categories  employed.  It  would  seem  that  the  industrial 
environment  has  a  great  impact  upon  the  propensity  to  strike. 

The  two  studies  lead  to  different  but  not  contradictory  results. 
It  is,  of  course,  not  only  possible,  but  a  known  fact  that  there  are 
differences  in  strike  intensity  from  country  to  country  as  well  as 
among  industries  within  the  same  country.  One  would  expect  ex- 
planations of  the  first  type  of  differences  to  refer  to  national  behavior 
patterns  as  well  as  to  those  concrete  factors  which  Ross  and  Irwin 
mention  if  the  differences  are  consistent  over  long  periods.  It  seems 
plausible  to  expect  that  much  more  permanent  elements  are  at  the 
root  of  the  factors  to  which  the  explanations  proposed  by  Ross  and 
Irwin  refer.  One  of  their  "circumstances  lying  behind  the  immediate 
issues  of  particular  strikes''  is  the  presence  or  absence  of  rival  union- 
ism. This  is  in  itself  a  problem:  why  have  the  British  or  most  of  the 
Scandinavian  labor  movements  so  consistently  escaped  the  develop- 
ment of  substantial  rival  organizations?;  why  has  American  labor 
suffered  so  much  from  that  problem?  The  answer  might  be  in  some 
more  fundamental  behavior  patterns  of  the  different  nations. 

More  significant  is  perhaps  the  question  of  what  it  is  we  are 
trying  to  explain.  Strikes  are  the  dramatic  surface  phenomena  of 
deep-lying  dissatisfactions.  They  are  the  part  of  the  iceberg  which 
appears  above  the  surface.  Although  no  one  can  object  to  the  work- 
ing out  of  a  theory  which  deals  with  the  dramatic  forms  of  the 
phenomenon  alone,  can  we  take  it  for  granted  that  strikes  bear  a 
constant  relationship  to  the  general  phenomenon  of  dissatisfaction 
with  the  employment  situation?  This  is  of  some  significance  since 
the  hypotheses  offered  by  both  studies  deal  with  causes  for  dis- 
satisfaction and  rebellion  rather  than  with  factors  that  might  explain 
more  specifically  why  dissatisfaction  expressed  itself  in  strikes 
(rather  than  sabotage,  armed  rebellion,  restriction  of  output,  careless- 
ness, slow-downs). 

Another  question  that  might  follow  from  the  hypotheses  offered 
particularly  by  Kerr  and  Siegel  would  aim  at  determining  the  factor 
or  factors  in  the  industrial  environment  which  evoke  dissatisfaction 
(or,  as  the  recent  studies  of  the  National  Planning  Association  did, 
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satisfaction).  This  topic  will  be  taken  up  at  greater  length  in  a 
different  section  of  this  report. 

COLLECTIVE  BARGAINING UNIONS  IN  THE  PLANT 

Two  somewhat  related  problems  have  been  the  object  of  American 
attention.  A  number  of  studies  of  foreign  labor  movements  have 
emphasized  the  fact  that  few  carry  on  operations  at  the  plant  level 
comparable  to  those  of  American  unions.  Some  material  bearing  on 
this  was  presented  at  a  meeting  of  the  Industrial  Relations  Research 
Association.66  Another  study  has  brought  together  investigations 
of  collective  bargaining  in  seven  different  countries  of  the  West 
and  has  used  this  material  in  order  to  test  a  number  of  hypotheses.67 

There  seems  to  be  ample  room  for  future  work.  Thus,  more  non- 
Western  countries  might  be  included  in  the  comparisons.  For  some 
purposes  regional  comparisons  within  a  given  country  seem  highly 
promising,  and,  above  all,  attempts  need  to  be  made  to  probe  more 
deeply  and  to  test  various  possible  explanations  for  behavior  dif- 
ferences as  well  as  for  similarities  of  behavior  established  by  the 
comparisons. 

MANAGEMENT 

Management  organization  and  ideologies  have  been  badly  neg- 
lected by  research — descriptive  and  even  more  analytical — as  com- 
pared with  the  corresponding  labor  topics.  Partly  this  is  the  result 
of  the  secrecy  which  surrounds  the  activities  of  management  organi- 
zation in  many  countries;68  but  to  a  large  extent  this  silence  cor- 
responds to  a  lack  of  interest  in  a  phenomenon  which  appears  to  be 
considerably  less  dramatic  than  its  labor  counterpart. 

Reinhard  Bendix'  recently  published  impressive  work69  deals  with 
broad  East-West  comparisons  and  contrasts  among  differing  histori- 
cal periods.  Other  writers  have  compared  management  methods 
and  attitudes  in  different  areas  of  the  West.70  Work  in  this  field  is 
in  its  first  stages,  though  it  promises  to  produce  interesting  results, 
particularly  if  it  succeeds  in  avoiding  the  danger  of  easy  cliches. 

THE  INTERNATIONAL  LABOR   MOVEMENTS 

A  small  number  of  publications  deals  with  international  (as  dis- 
tinguished from  foreign)  labor  organizations.  If  we  disregard  works 
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dealing  only  with  the  political  Internationals,  the  outstanding  book 
published  since  1945  in  this  field  is  Lewis  Lorwin's  The  International 
Labor  Movement,  a  revised  version  of  his  earlier  pioneering  study 
Labor  and  Internationalism.  A  book  by  John  Price  deals  mainly  with 
the  operations  of  the  Labor  and  Socialist  International  during  the 
inter-war  period,  but  contains  a  good  deal  of  material  relating  to 
the  International  Federation  of  Trade  Unions  ( IFTU )  .71 

A  very  interesting  approach  is  concerned  with  the  role  of  Ameri- 
can labor  in  the  international  movement.72  Windmuller's  study  is  not 
only  a  careful  record  of  a  highly  significant  period,  but  also  an 
attempt  at  identifying  some  of  the  factors  which  explain  the  relation- 
ships between  the  then  divided  American  labor  movement  and  the 
even  more  divided  international  labor  organizations.73  Other  publi- 
cations have  dealt  with  the  International  Trade  Secretariats,74  a 
relatively  unexplored  subject. 

UNDERDEVELOPED  COUNTRIES  AND  THE  FAR  EAST 

This  rather  recently  developed  focus  of  interest  has  attracted  a 
number  of  American  investigations.  Main  attention  has  centered  on 
Latin  America  and  Asia. 

General  surveys  form  a  substantial  portion  of  the  literary  output. 
A  small  number  of  studies  has  been  devoted  to  overall  views  of 
Asian  labor  or  of  large  sections  of  it.75  Among  individual  countries 
India  has  been  the  subject  of  more  than  average  attention.  Some  of 
the  work  is  still  in  progress.  Of  the  research  already  published,  the 
articles  by  Park  and  Myers  and  the  book  of  Ornati  deserve  special 
mention  as  excellent  introductions.76  Japanese  labor  is  the  object  of 
a  substantial  research  project  still  under  way.  Up  to  now  the  publi- 
cations of  the  Institute  of  Pacific  Relations  and  short  studies  of 
Solomon  B.  Levine  are  the  main  sources.77  One  or  two  items  on 
Malayan  Labor,  on  the  Philippines,  and  Thailand  deserve  mention.78 
Altogether  the  output  is  amazingly  small. 

Considering  the  size  of  American  investments  in  Latin  America, 
it  has  remained  largely  unexplored  territory  from  the  point  of  view 
of  industrial  relations  research.  Robert  J.  Alexander  is  responsible 
for  the  few  brief  general  surveys79  at  our  disposal  as  well  as  for 
some  of  the  reports  dealing  with  specific  countries.  Among  the  latter 
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only  three  have  attracted  attention:  Argentina,  Guatemala,  and 
Mexico.80 

Of  the  more  theoretical  problems  of  labor  in  the  early  stages  of 
industrialization  only  a  few  have  so  far  been  tackled.  Indeed  re- 
search in  this  field  may  itself  be  described  as  being  in  the  early 
stages  of  identifying  the  problems. 

Several  authors  refer  to  the  intense  connection  between  the  union 
movement  and  politics  in  most  of  the  underdeveloped  countries.  For 
some  of  them,  this  is  a  regrettable  aberration  and  they  look  forward 
to  a  shift  of  labor  toward  "more  orthodox  lines/'81  which — without 
regard  for  the  uniqueness  of  American  business  unionism — are 
apparently  assumed  to  be  the  basic  procedures  of  American  labor.82 
Others  ask  the  somewhat  more  interesting — and  for  theoretical  analy- 
sis necessary — question  of  why  the  labor  movements  in  the  under- 
developed countries  behave  the  way  they  do.  This  is  a  problem 
which  seems  closely  connected  with  that  of  the  general  relationship 
between  social  structure  and  political  system,  and  especially  be- 
tween a  changing  social  structure  and  a  lag  in  political  adjustment. 
The  tension  between  the  forward-moving  parts  of  a  country  in  the 
beginnings  of  industrialization  and  those  still  committed  to  archaic 
forms  of  production  is  one  of  the  fundamental  facts  for  a  nascent 
labor  movement.  This  issue  has  arisen  recently  in  connection  with 
the  Peron  movement.  Both  Blanksten  and  Alexander  emphasize  the 
fact  that  organized  labor — though  under  dictatorial  control — formed 
an  important  base  of  Peron's  support.  This  phenomenon  may  well 
indicate  the  difficulties  of  a  labor  movement  in  the  early  phases  of 
industrialization. 

Other  general  problems  that  have  been  investigated  include  that 
of  the  formation  of  an  industrial  labor  force.  The  pioneering  study, 
based  upon  field  research  in  central  Mexico,  is  that  of  Wilbert 
Moore.83  The  main  issue  he  examines  is  that  of  the  circumstances 
which  "will  induce  workers  to  leave  traditional  modes  of  production 
and  enter  modern  economic  activity,  and  what  additional  circum- 
stances are  necessary  to  secure  the  skills  and  services  essential  to  the 
industrial  mode  of  production.  .  .  ."  In  other  words,  we  are  dealing 
with  problems  of  mobility  and  incentives.  A  good  deal  of  work 
on  these  problems  has  been  done  as  far  as  the  United  States  is 
concerned.  One  of  the  great  achievements  of  Moore's  work  consists 
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in  having  suggested  new  ways  of  research  in  these  problems  in  non- 
industrialized  countries,  which  may  well  be,  for  the  labor  economist, 
among  the  fundamental  tasks  to  tackle  in  this  area.  Such  questions 
as  that  of  the  growing  commitment  of  the  worker  to  industrial  work, 
the  gradual  shift  from  negative  incentives — i.  e.,  the  destruction  of 
alternative  sources  of  income — to  positive  incentives,  i.  e.,  those 
offered  by  superior  employment  opportunities,  the  differing  attitudes 
on  these  issues  of  different  population  groups,  are  likely  to  be  sub- 
jects of  future  research.84  This  will  probably  also  throw  new  light 
upon  some  aspects  of  the  problem  of  underemployment  which  many 
though  not  all  authors  hold  to  be  significant  in  many  underdeveloped 
countries. 

These  are  some  of  the  contributions  that  the  student  of  industrial 
relations  could  make  to  the  building  of  a  theory  of  economic  devel- 
opment. Others  might  be  in  the  field  of  the  theory  of  employment 
or  of  wage  theory,  e.g.  the  long-run  employment  effects  of  labor- 
saving  investments,  the  relationship  between  income  distribution, 
propensity  to  save  and  investment  incentives,  or  the  function  of 
regional  wage  differentials  in  promoting  balanced  growth.85  Other 
aspects  of  this  general  theme  come  under  the  heading  of  the  theory 
of  the  labor  movement. 

THEORY  OF  THE  LABOR  MOVEMENT 

With  the  revival  of  the  European  labor  movements  after  the  war 
and  the  growth  of  labor  organizations  in  many  of  the  underde- 
veloped countries  has  arisen  new  interest  in  what  has  come  to  be 
known  as  the  "theory  of  the  labor  movement."  This  challenging  term 
owes  its  fame  to  Selig  Perlman's  classic  work  A  Theory  of  the  Labor 
Movement.  Much  of  the  work  on  these  problems  published  since  the 
end  of  World  War  II  in  this  country  was  in  some  ways  related  to 
Perlman's  theory.86 

Perhaps  the  main  problem  derived  from  the  intellectual  ancestry 
of  this  discussion  is  a  certain  lack  of  clarity  about  what  a  theory  of 
the  labor  movement  is  supposed  to  do.  In  the  first  place,  a  theory 
might  deal  with  the  situations  that  give  rise  to  the  development  of  a 
labor  movement.  The  Webbs  devoted  a  good  deal  of  attention  to 
this  question.  Second,  a  theory  might  explain  the  differences  in  the 
behavior  of  labor  movements  in  different  countries.  Third,  there 
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could  be  a  theory  "which  applies  to  all  areas  and  times,"87  or  one 
designed  to  fit  particularly  one  movement.  Most  of  the  recently 
published  works  aim  at  a  universal  theory.  While  the  problem  of 
the  origins  of  the  labor  movement  has  by  no  means  been  neglected, 
the  main  emphasis  now  seems  to  be  on  the  question  of  "why  the 
labor  movement  in  a  given  country  (is)  what  it  is?"88  Supporters 
of  the  Perlman  theory  have  been  accused  of  confusing  explanation 
with  exhortation:  they  speak  not  of  what  the  labor  movement  is, 
but  rather  of  what  it  ought  to  be  or  to  do.89  Another  object  of  criti- 
cism has  been  the  failure  of  the  theory  to  be  really  universal,  e.g.  to 
explain  the  French  labor  movement.90 

A  new  attempt  at  a  general  theory  has  been  suggested  by  Clark 
Kerr  and  Abraham  Siegel.  They  reject  all  traditional  theories  as 
being  based  upon  nineteenth  century  assumptions.  Capitalism  was 
then  regarded  as  the  challenge  and  the  labor  movement  as  the  re- 
sponse. This  is  no  longer  adequate  for  a  global  view.91  Labor  move- 
ments have  sprung  up  in  semi-feudal  industrial  nations  such  as 
Japan.  A  really  general  theory  would  have  to  deal  with  industrializa- 
tion as  the  universal  challenge  to  which  the  development  of  labor 
movements  responds.  In  this  view,  it  is  the  imposition  of  the  rules92 
necessary  for  industrialization  which  calls  forth  the  response;  and 
the  latter  is  no  longer  necessarily  a  labor  movement,  but  rather  any 
form  of  "labor  organization  in  the  sense  of  the  structuring  of  a  web 
of  rules  relating  the  work  force  to  the  work  process."93  Since  in  most 
— though  by  no  means  all — situations,  three  or  even  more  rule- 
making agencies  are  involved,  namely  management,  unions,  and 
the  state,  several  kinds  of  "general  systems  for  the  distribution  of  the 
power  to  make  rules"  are  possible.  It  would  be  the  task  of  a  theory 
to  explain  why  under  differing  circumstances  differing  arrangements 
for  the  structuring  of  the  labor  force  are  made,  and  what  the  results 
are.94 

This  is  obviously  not  a  theory,  nor  do  the  authors  claim  that  it  is. 
Essentially,  this  amounts  to  a  reformulation  of  some  of  the  questions 
with  which  the  theory  has  dealt  so  far.  It  leaves  somewhat  vague 
one  of  the  issues  that  traditionally  loomed  large  in  the  discussions, 
namely  what  the  labor  movement  is  that  we  are  trying  to  explain, 
and  in  particular  the  role  of  the  political  party.  There  is  only 
a  passing  remark  on  this  subject,  to  the  effect  that  "the  political 
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movement's  'rule-making*  covers  a  more  limited  area  than  that  of 
the  union,  employer,  or  state,  except,  of  course,  as  it  becomes  co- 
incident with  the  state.95  What  is  important  is  not  simply  that  in 
several  countries  and  for  prolonged  periods  the  validity  of  this 
statement  is  dubious  even  if  rule-making  is  limited  to  the  work 
place — Austria  or  Germany  during  the  inter-war  period  are  a  few 
of  the  obvious  examples — but  that  the  structuring  of  the  labor  force 
includes  rules  relating  to  the  life  of  the  workman  outside  the  plant 
(education,  training,  residence,  commuting,  friendships,  associations, 
leisure ) .  In  those  respects  the  wider  concept  of  the  labor  movement 
which  includes  the  political  party  is  indispensable,  since  it  is  often 
the  party  which  carries  the  main  weight  of  regulation  in  these 
matters,  either  directly  or  by  way  of  a  multiplicity  of  organizations 
which  it  creates  and  controls.  A  typology  of  union-party  relations 
with  supporting  case-studies  seems  called  for  to  allow  further  work 
in  this  field,  free  from  what  Kerr-Siegel  call  "an  ethical  imbroglio," 
judgment  of  what  is  proper  or  effective,  and  free  of  ethnocentrism. 

The  new  approach  extends  the  life  of  the  labor  movement  for- 
ward in  history,  by  making  it  coincide  with  the  life  of  industry.  This 
coincides  with  the  de  facto  role  of  unions  in  British  and  French  na- 
tionalized enterprises.  Somewhat  less  clear  is  what  the  Kerr-Siegel 
approach  implies  for  the  beginning  of  the  labor  movement.  Industrial 
activity  has  called  forth  different  forms  of  rule-making.  What  are 
the  factors  that  explain  these  differences  and  in  particular  the  emer- 
gence of  the  labor  movement  as  a  "rule-making  agency'?  The  Webbs 
suggest  that  "whilst  industrial  oppression  belongs  to  all  ages,  it  is 
not  until  the  changing  conditions  of  industry  had  reduced  to  an  in- 
finitesimal chance  the  journeyman's  prospect  of  becoming  himself  a 
master,  that  we  find  the  passage  of  ephemeral  combinations  into 
permanent  trade  societies."  If  this  explanation  is  no  longer  accepta- 
ble, need  the  new  approach  not  suggest  another? 

Theories  operating  with  the  concept  of  labor  protest  as  a  wider, 
and  the  labor  movement  as  a  narrower  concept,  will  have  to  tackle 
a  number  of  difficulties.  Against  what  is  the  protest  directed?  It  is 
one  thing  for  peasants  drawn  into  the  factory  to  protest  against  in- 
dustrial discipline — but  what  about  the  man  who  has  grown  up  in 
an  industrial  society?  What  is  he  protesting  against?  The  early 
history  of  industrialization  is  filled  with  episodes  of  protest  against 
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industry.  We  are  now,  however,  confronted  with  labor  movements 
in  underdeveloped  societies  demanding  industrialization.  Quite  pos- 
sibly this  is  only  the  voice  of  the  intellectuals  leading  the  movement, 
not  that  of  the  men  forced  into  the  workshop.  Yet  this  is  hardly  a 
full  explanation  for  the  continued  existence  of  such  movements  and 
their  members'  continued  confidence  in  this  type  of  leadership.  A 
fully  universal  theory  will  have  to  fit  this  situation  as  well  as  those 
of  earlier  historical  phases. 
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